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INVESTMENT & BUSINESS TREND | 


Profit Margins and Dividends—Pressure on Commodity 
Prices — Money and Brokerage— The Market Prospect 


to be forthcoming in the not dis- 
tant future, seems a certainty, in 
view of existing and prospective 
conditions in the industry. The practically 
non-existent margin of profit occasioned by 
the already considerable reduction in steel 
operations has operated to force considera- 
tion of the advisability of cutting wages 
upon officials of the various companies. The 
United States Steel Corporation, as usual, 
will be the last to take such a step as it is 
the first to initiate wage advances. 

This prospective action on the part of the 
steel industry is more than usually signifi- 
cant in view of the extreme susceptibility of 
the industry to changing conditions. Its 
advent, therefore, may be looked upon as a 
forerunner of similar action by other in- 
dustries. 

That wage costs are out of proportion to 
the volume of business and the margin of 
profit is indisputable. Unquestionably, some 
readjustment of existing wage scales must 
occur before the general industrial situation 
can again become stabilized. 
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COMMODITY INCE the end of Janu- 
PRICES S ary commodity prices 

have steadily lost 
ground. Raw materials have not been in 
such demand as in 1923 and the curtailment 
of mill consumption of these products has 
been of sufficient size to bring about a buy- 
ers’ market. Sellers have not been in so 
disadvantageous a position since 1921. Rep- 
resentative commodity prices at current fig- 
ures have lost about 50% of their advance in 
the period 1921-1923 and undoubtedly fur- 
ther losses will accrue. 


——) HAT a cut in steel wages, initiated 
Mh my by the independent producers, is 
2c AW 


It has been pointed out that the low .n- 
terest rates now prevailing produces a situa- 
tion conducive to the purchase and storing 
of stocks which ultimately leads to an ad- 
vance in prices after the demand finally 
materializes. This is generally true as a 
long-distance consideration, but it will prob- 
ably not have an effect on the immediate 
situation, since buyers find it to their ad- 
vantage to continue a policy of hand-to- 
mouth buying. As a matter of fact, the low 
interest rates now current are a result of 
business reaction and the greater the reac- 
tion the greater the possibility of a further 
decline in money rates. Activity and pros- 
perity in business are generally accompanied 
by advancing interest rates. Therefore, the 
present declining rates may be construed as 
a reflection of present weakness in the busi- 
ness situation, though it will ultimately, of 
course, strengthen its foundation. In the 
meantime, it is to be doubted that the low 
interest rates will be taken advantage of 
in great volume. 
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DIVIDEND ROSPECTIVE poor 
PROSPECTS business always ex- 

erts a restraining in- 
fluence on directorates in the question of 
dividend payments. The present situation 
is naturally one to cause conservative direc- 
tors to hesitate to increase disbursements 
to shareholders even though finances are in 
good condition. Last year was one which 
was productive of a great many dividend 
increases and restoration of former rates of 
dividends. Shareholders, thus, to a large 
extent, have already participated in the pros- 
perity of their companies. They must, cor- 
respondingly, expect to share in any disabil- 
ity of their companies. 
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For that reason, assuming continued ret- 
rogression of the business movement, it is 
likely that several at least of the extra divi- 
dends now being paid will be lopped off and 
there will probably be a considerable number 
of instances where regular dividend rates 
will be reduced or passed altogether. 

The tendency of 1924, on the whole, should 
be toward a somewhat lessened general rate 
of disbursement to shareholders, though the 
stronger companies are in a position to per- 
mit continuation of their regular dividend 
payments, at least for a time. It is obvious 
that shares of weakly financed companies are 
not desirable holdings under these condi- 


tions. 
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NE phase of the pres- 

ent money situation 

is seen in the fact 
that not a few brokers and 
investment houses are having some trouble 
in making ends meet. With the public pretty 
well out of the market, and the current 
turnover frequently nearer to half a million 
than to a million shares daily on the Stock 
Exchange, it is not surprising that even well- 
established concerns find that it is hard to 
meet their “overhead” out of current com- 
missions. 

In such circumstances, the earnings that 
they make from interest by realizing a mar- 
gin between the rate at which they borrow 
and that at which they lend to customers 
prove a very important factor in their 
budget. The situation has been such as to 
lead a good many to raise the question 
whether higher official charges for buying 
and selling stocks woud not be warranted 
and to ask that action be taken. 

Any such step has heretofore been avoided 
because of the belief that it would unfavor- 
ably affect the volume of stock transfers. 
In this same connection it is worth noting 
that rather remarkable changes have oc- 
curred in the savings deposits of banks. For 
the National System such savings deposits 
are now reported as $3,700,000,000, against 
$825,000,000 ten years ago. 

This great growth has been brought about 
by the offer of substantial rates of interest 
which, together with public uncertainty about 
the business outlook, has shifted a good deal 
of money out of bonds and into the banks, 
the latter in turn becoming bond buyers to 
an extent but under very different conditions 
from those which affect the individual buyer. 
This circle of changes is not likely to under- 


MONEY 
AND 
BROKERAGE 


go much modification until money rates are 
materially altered and of that there is no 
immediate possibility. 


x RK KM 


HE recent action of the 
MARKET stock market clearly 
PROSPECT reflects the combined 
influence of declining busi- 
ness operations and political unsettlement. 
The decline in business, however, is a surface 
development arising from a basic economic 
situation which has been in need of rectifi- 
cation for a considerable period. The essen- 
tial fact is that production costs have not 
yet been adjusted to permit an adequate 
margin of profit under relatively adverse 
conditions such as the present. The principal 
difficulty is the high wage scale which must be 
adjusted on a downward basis before a sus- 
tained general upturn in business can occur. 
That the situation is already commencing 
to react against labor may be appreciated 
from the fact that common labor in the mid- 
West (in some districts) is now obtainable 
at 30 cents an hour, the lowest figure for 
many years. Some farm districts which 
heretofore have had difficulty in securing 
labor at convenient terms now find an abun- 
dant supply at low costs. These are the 
accumulating evidences of a period of gen- 
eral industrial readjustment. Unemploy- 
ment, generally, is growing and the buying 
power consequently is being reduced. The 
effect is witnessed in lower sales all around. 
That business is not yet ready for an up- 
turn is witnessed by the insignificant effect 
of the reduction in the rediscount rate of 
the New York Federal Reserve bank. De- 
mand for commercial credit is at low ebb 
and the current low interest rates have not 
at all stimulated business into a condition of 
great activity. Profits of most industrial 
corporations during the first quarter of the 
year were unsatisfactory, as compared with 
the same period last year. Second quarter 
earnings are expected to be even more un- 
satisfactory. The many uncertainties in 
the situation prevail to influence business 
interests on the side of great caution in their 
commitments. To this may be added the 
effect of the uncertain political outlook. 
Now that the Senate has passed the Bonus 
Bill over the Coolidge veto, thereby affecting 
the possibility of passing favorable tax legis- 
lation, there appears nothing in sight to 
interfere with the downward trend in in- 
dustrial profits and stock prices. 
Monday, May 19, 1924. 
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WHAT *100 INVESTED IN 1914 WOULD BE WORTH TODAY 








If Invested in 
High-Grade 
Preferred Stocks 
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If Invested in 
High-Grade 


If invested in 
High- Grade 
Common Stocks 
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NOTE: THE SECURITIES USED 
ARE THE SAME AS THOSE SHOWN IN GRAPH IY HEREWITH. 


IN THIS COMPARISON 








Why It Does Not Pay to Hold 
Securities for Permanent Investment 


Some Interesting Facts Which Have Been Widely Overlooked 


“YEW buyers of securities have come 
to the point of realization that to 
invest funds efficiently presupposes 

1 arduous and comprehensive training 
years in what has come to be the 

ost intricate of all professions. When 
is considered that even the most prac- 
ed and astute judges of securities com- 
it frequent—though unavoidable—errors 
judgment, it is obvious that the handi- 
ips imposed on less experienced and 
<illed investors must be great indeed. 

Probably the most common error among 

vestors generally is to assume that the 

wchase of securities, where principal 

id interest are “safe,” removes all dan- 

r of risk. This highly unsound and, 
effect, dangerous view has caused 

sses of millions to investors, in many 

ises without their at all being conscious 
their position. 

That the purchase of gilt-edge securi- 

s cannot result in loss, even if held for 

rmanent investment, as will be shown, 

an absolutely incorrect understanding 
the situation. Ten years ago, for ex- 
nple, the most unfortunate step that the 
vestor could have taken would have been 
invest his surplus funds solely in “gilt- 
lge” bonds or preferred stocks. This 
ict, of course, is distinctly at variance 
ith the universal idea that high-grade 
mds or preferred stocks are the safest 
rm of investment. Yet careful study 

' the facts should persuade the inves- 

ir, if he should hold the conventional 

titude toward securities, to make some 
ljustment in his views of the subject. 
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By E. D. KING 


Leaving entirely out of consideration 
bonds in a speculative position and limit- 
ing our analysis solely to what were con- 
sidered ten years ago and actually are to- 
cay investments of the highest type so 
far as security of principal and income 
go, let us first examine what would have 
happened to a typical investment in high- 
grade bonds in 1914. Let us assume that 
the investor placed his funds in ten gilt- 
edge bonds, buying one of each. The 
following group of bonds is as represen- 
tative as could have been selected at the 
time: 


1) Am. Tel, & Tel. conv. 4%s, 
2) U.S Steel sinking fund 5s, 
3) Southern Pacific gold 4s, 
4) Illinois Steel deb. 4%s 

5) Central Leather gold 5s, 

6) Ches. & Ohio gen. 4%s, 

7) St. Paul gen. 4%s, 

8) Union Pacific lst 4%s, 

9) Atchison gen. 4s, 

10) Penn. R. R. cons. 4%s 


Each one of these long-term issues has 
continued to pay interest uniterruptedly 
and the market value—in dollars—of the 
original investment is approximately the 
same today as at the time of the hypo- 
thetical purchase So then, we have the 
double requirement of the average inves- 
tor—safety of principal and safety of 
income—satisfied in all respects. On sur- 
face, it appears that nothing more could 
be desired. YET, ACTUALLY, WHAT 
WOULD HAVE HAPPENED TO 
THIS INVESTMENT IN THE TEN 


YEARS’ PERIOD WOULD HAVE 
BEEN AN AVERAGE ANNUAL 
LOSS OF 22% IN INCOME AND A 
LOSS OF 40% IN PRINCIPAL. 

At times, during this ten-year period, 
in fact, the investor would have suffered 
a more than 50% depreciation of income 
derived from his bond holdings and a 
more than 50% loss in net worth of prin- 
cipal. Yet, the bonds did not default 
They continue to pay interest to this day 
and in all probability will continue to pay 
interest until maturity. 

How then does it come about that there 
was such a staggering loss in these bonds 
if they are still paying the same rate of 
interest and if their market value on the 
average is the same as when purchased? 

The answer is to be found in a set 
of conditions which the typical investor 
gives little if any consideration. In the 
first place, the investment of funds is 
based primarily on the desire to secure 
income. 

The amount of an income docs not at 
all consist of the number of dollars de- 
rived from the investment but depends 
on its exchange value as represented by 
the amount of commodities which can be 
purchased by the income in question, For 
example, we do not eat dollars nor are 
we clothed by them. What we do is to 
exchange our dollars for the things we 
want. If prices remained the same for- 
ever, we should at all times be able to 
determine the amount of our income. We 
should know that our income would have 
the same value year in and year out. 
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the actual net worth of the 
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(IN TERMS OF 


HOW AVERAGE INCOMES FROM THREE 
SECURITY GROUPS HAVE FLUCTUATED 


1914 PURCHASING POWER) 


income when the _invest- 
ment was originally made. 

It cannot be too strongly 
emphasized, therefore, that, 
under certain circumstances, 
the exclusive use of bonds 





as a vehicle of investment 





Ten oe 


must lead to results no less 
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disastrous than were the 





Grade 4 





funds engaged in sheer 
speculation. 
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It is obvious then that 





the investor who bought 





high-grade bonds ten years 
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ago, put them away and 








Preferred | 4 


forgot them, placed himself 
in a position to suffer a 








very handsome loss, at the 





Stocks 


same time that he was un- 





der the delusion of having 





invested his funds in “safe” 
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issues. That these were 
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not at all “safe” issues is 





Common 


proved by the fact that the 





income return was so se- 
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riously affected by the 


1924 * higher cost of living. 
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Prices do not remain the same, how- 
ever. The cost of living advances or re- 
treats. Obviously, then, our income will 
fluctuate with the cost of living. If the 
cost of living increases, the fixed income 
which we derive from our high-grade in- 
vestments, will as surely decline when we 
come to exchange our dollars for rent, 
food, clothing and the other necessities. 

The 44%% bond that we bought in 1914, 
thus continues to yield us 4%% on the 
investment, but when, as in 1920, we come 
to exchange that 444% into the necessi- 
ties of life, lo and behold, we find that it 
buys only half as much as it did when 
we originally made our investment. Sup- 
pose then, our entire income was derived 
from bonds during this period. In that 
case, we would have found ourselves with 
our income cut virtually in half, despite 
the fact that we continued to receive the 
same number of dollars in interest as 
formerly. 

The following figures, given in graphic 
form elsewhere in this article, are con- 
vincing proof that an investment in bonds 
ten years ago, and held until the present, 
would have been an extremely uncon- 
servative, reckless and unbusiness-like 
transaction : 

e Yield 
—~ a 


Av’ge Net Ret’n 
(Based on Value 
of Dollar 


4.55% 
4.51 
4.19 
3.48 
2.87 
2.64 
2.25 
2.72 
2.87 
2.77 
1924 (March).. 2.82 


This table senile ym that there was 
an actual loss of income during each of 
the years since 1914 as compared with 
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IN THIS COMPARISON 


ARE THE SAME AS THOSE SHOWN IN GRAPH IV 
—————$ $$ 


When we come to ex- 
amine the status of the 
principal invested, we ar- 
rive at the equally star- 
tling conclusion that despite 
the fact that the investment today, if 
liquidated, would bring about as many 
dollars as those originally invested, the 
real buying power of the capital has been 
depreciated to the extent of about 40%. 
In other words, only 60% of the original 
investment remains. 

The reason for this is that when our 
investor invested in 1914 his dollar 
was worth 100 cents, but if he were 
to liquidate his holdings today he 
would receive in return a depreciated 
dollar worth only about 60 
cents. In other words, he 





on the value of money. Let us examine 
what would have happened to a typical 
investment in high-grade preferred stocks 
in 1914. The following group is a rep- 
resentative one of the time: 

1) National Biscuit pfd. 

2) U.S. Steel pid. 

3) St. Paul pfd. 

4) Amer. Sugar pfd. 

5) Amer. Tobacco pfd. 

6) Philadelphia Co. pfd. 

7) Union Pacific pfd. 

8) Baltimore & Chio pfd. 

9) Sears, Roebuck pfd. 

10) Atchison pfd. 


With the exception of St. Paul pre- 
ferred, these issues have paid their divi- 
dends uninterruptedly during the ten- 
year period and they are as solid a group 
of preferred stocks as can be found. Yet 
the investor who bought and held these 
securities would have fared no better than 
if he had bought bonds instead. 

WHAT ACTUALLY HAPPENED 
TO THESE PREFERRED STOCKS 
WAS AN AVERAGE ANNUAL LOSS 
OF 25% IN INCOME AND A LOSS 
OF NEARLY 50% IN NET WORTH 
OF PRINCIPAL. 

The following figures will explain: 


Av’ge Net 
Return 
(Based on 
Value of $) 
5.70% 

5.64 


Av’ge Yield 
of 10 High- 
Grade pids. 


Bi ksctcceseues ae 
1915 


* St. Paul dividend passed. 








would receive about the 
same number of dollars as 
invested but be able to buy 
only 60% as much, 


The 1914 investor in 


AVERAGE NET INCOME 


FROM INVESTMENTS MADE IN 19/4 
(IF HOLDINGS WERE LIQUIDATED AS OF MAY I, 1924) 
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bonds, therefore, without 
being conscious of it, was 
a gambler. He gambled on 





the value of money, and he 
gambled wrongly as subse- 





quent events proved. The 
moral is that bonds should 





not be bought without con- 
sideration of the all impor- 





tant question of the proba- 
ble trend of living costs. It 





is as absurd to buy a bond 
without considering this 





feature, as it would be to 
gamble on a_ horse-race 
without knowledge of the 
merits of the horses that 
are going to run the race. 
Somewhat similar condi- 
tions faced the holder of 
preferred stocks. This class 
of issue, on the whole, bears 
a strong relationship to 
bonds in that their income 
is generally fixed and conse- 
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IN GRAPH IV 
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quently their value depends 
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Thus, the 5.7% return, 
s of 1914, shrank to as 
w as 2.48% in 1920 
and is now only bring- 
g 3.18% on the invest- 
ent. 
Yet, despite these tre- 
mendous losses, those 
ho have invested and 
iid preferred stocks 
and bonds of high-grade 
ring the past decade 
ive continued to con- 
cratulate themselves on 
their “conservatism.” 
n investment, however, 
which over a period of 
tn years shows a real 
loss of 50% in buying 
power, cannot be con- 
sdered conservative. 
Since the essence of 
conservatism, as applied 
investments, is to 
actually conserve one’s 
ital, it follows that a 
s of 50% indicates 
treme inefficiency in 
hondling funds. The fact 
it the investment was 
made in high-grade se- 
rities does not at all 
lisprove this contention. 


ne “Unconservative” 
Investor 


Now let 
status of the “un- 
nservative” investor in 
mmon__ stocks. Ten 
ars ago, if he were 
too speculatively 
minded, he would have 
sclected a list something 
e the following. The 
issues were, most of 
hem, at that time repre- 
sentative of their respec- 
tive industries and are 
still in the van of the 
industrial procession. 


us examine 


|) Atchison 
Phila. Co. 
American Sugar 
American Tobacco 
Consol. Gas (N. Y.) 
Texas Co. 
N. Y. Central 
National Biscuit 
U. S. Steel 


) Union Pacific 


\ith the exception of 
\merican Sugar com- 
mon, these issues have 

id dividends without 
interruption throughout 
the entire period of the 
investment. But  con- 
trary to the bond and 

eferred stock situa- 

n, common stocks 
vere greatly benefited 

the war situation and 
in many cases paid divi- 
dcnds of a size to more 
than offset the increased 
cost of living. Jn a word, 
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A GRAPHIC COMPARISON BETWEEN 
10 HIGH-GRADE BONDS 
10 HIGH-GRADE PREFERRED STOCKS 
10 HIGH-GRADE COMMON STOCKS 
For the Period 1914- 1924 Inclusive 


SHOWING HOW, IN TERMS OF PURCHASING VALUE 
AS WELL AS IN ITS OWN RIGHT,THE INCOME FROM 
THE COMMON STOCKS HAS SUBSTANTIALLY EX- 

CEEDED THAT FROM EITHER OF THE OTHER TWO GROUPS 








10 
COMMON 
STOCKS ~-, 


10 
PREFERRED 
STOCKS”. 
ore + ae a 
10 a 


BONDS-----—> 4 
~~ Their Average Actual Income Annually --- . 


10 
COMMON 
STOCKS 


10 








PREFERRED , 
STOCKS 


+ 
The Average Net Purchasing Value of Their Income 
(IN TERMS OF THE DOLLAR) _ : 
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80 || 
10 | 
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40 
--~The Average Yearly Value of the Dollar--- 








BONDS USED :—Am. Tel. & Tel. conv. 4s, U.S. Steels. f. 
5s, Southern Pacific gold 4s, Illinois Steel deb. 4's, Central 
Leather Gold 5s, Ches. & Ohio gen. 4s, St. Paul gen. 4s, 
Union Pacific Ist 4s, Atchison gen. 4s, Penn. R. R. cons. 4s. 





PREFERRED STOCKS USED :—National Biscuit(7%), U. S. 
Steel (7%), St. Paul (A), Am. Sugar (7%), Am. Tobacco 
(6%), Phila. Co. (6%), Union Pac fic (4%), B. & O. (4%), 
Sears Roebuck (7%), Atchison (5%). 


COMMON STOCKS USED :—Atchison, Phila. Co., Am. 
Sugar, Am. Tobacco, Union Pacific, Cons. Gas (N. Y.), 
Texas Co., N. Y. Central, Nat’! Biscuit, U. S. Steel. 


Notes: (A) St. Paul pfd. dividend passed—(B) Am. Sugar 
are: passed—(C) Based on Current Rate of Dividends. 
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the same set of condi- 
tions which made it in- 
advisable to continue to 
hold bonds and preferred 
Stocks were precisely 
those which favored 
common stock holdings. 
Glance at the following 
table: 


10 Sound 

Stocks 

1914. .7.00% 
1915. .6.46 
1916. .7.13 
1917. .8.30 
1918. .8.25 
1919. .7.40 
1920. .7.30 
1921. .8.40 
1922. .6.30* 
1923. .9.00 

1924} .9.10 5.64 


*American Sugar 
common dividend passed. 

{Based on current 
rate of dividends. 


Value of $) 
7.00% 
6.39 
6.56 
6.31 
5.20 
4.35 
3.38 
5.04 
3.97 
5.49 


Note that in eight of 
these eleven years, the 
amount of income re- 
ceived was greater than 
at the time of the origi- 
nal investment. It is 
also interesting to note 
that despite these divi- 
dend increases, there has 
not been a single year 
in this period when the 
net worth of the income 
received was equal to 
that received in 1914. In 
other words, even the 
large dividends of the 
past decade were par- 
tially offset by the in- 
crease in the cost of liv- 
ing, showing that funda- 
mental trends of this 
sort have a great effect 
on all securities. Never- 
theless, loss of net in- 
come, which was not 
nearly so striking in this 
case as in bonds and 
preferred stocks, was 
far more than offset by 
the increase in value of 
the principal so that to- 
day, the investor in the 
ten stocks enumerated 
can liquidate at a price 
40% in excess of what 
he paid for them with- 
out considering that he 
could have liquidated to 
far greater advantage 
had he cared to dispose 
of his holdings when 
stock prices were high. 

On the whole, it 
must appear that the 
investor in common 
stocks of value ten 
years ago showed su- 
perior judgment to the 


(Please turn to p. 158) 
91 





“IT Say It Would Be a Foolish 
Government That Did Not 
Accept the Ford Offer!” 


— Rep. John C. McKenzie 


As Interviewed by THEODORE M. KNAPPEN 


T the Muscle Shoals in north- 
A ern Alabama, in the midst 

of a region surpassingly rich 
in mineral resources, the Tennes- 
see river drops over the lower rim, 
or “fall line,” of the Appalachiaan 
mountain system a vertical distance 
of about 140 feet in thirty-seven 
miles. Down this steeply walled 
inclined plane the river hurls in 
flood 490,000 cubic feet of water a 
second—more than twice that of 
Niagara. At the lowest stage the 
volume declines to 10,000 second- 
feet. 

For a hundred years these rap- 
ids have been a national problem 
from a navigation standpoint, and 
millions have been expended fruit- 
lessly in the effort to conquer 
them — because Congress always 
failed to provide the additional 
millions necessary to effectuate 
earlier work. 

In 1916 the National Defense 
Act made an appropriation of $20,- 
000,000 for the construction of a 
nitrate plant for the dual purpose 
of obtaining an essential base of 
explosives and propellants for 
military uses and providing cheap 
fertilizer for American farms, then 
and now largely dependent on the 
natural nitrates of distant Chile. 
The next year the United States 
plunged into the World War, and 
Muscle Shoals was chosen as the 
site of the plant; and with the ter- 
rific energy of war time enterprise 
and its lavishness of money there began 
simultaneously the construction of the 
famous Wilson Dam, two air-nitrogen 
fixation factories and all their accessories 
including an auxiliary steam power plant 
at coal mines on the Warrior River, 88 
miles away, known as the Gorgas, taken 
over in a partly built condition from the 
Alabama Power Company. 

The smaller, experimental, nitrate fac- 
tory proved a failure, but the larger 
swung into production a few days before 
the armistice, in eight months and eight 
days from the breaking of ground, on 
electric power transmitted from the steam 
plant. With a war investment of $102,- 
000,000 already “expended—and no water 
power as yet—and $84,000,000 more to 
spend, to complete the dams and remodel 
the plants, Uncle Sam found himself with 
peace on his hands—and a white elephant. 
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Mr. McKenzie is the ranking member of the 
Military Affairs Committee of the House— 
the Committee, that is, that handled the 


Muscle Shoals bills. 


Then and there started the Muscle 
Shoals controversy which has raged ever 
since with greater fierceness than the mad 
river over the shoals. The problem of 
what to do with the partial hydraulic de- 
velopment, the steam-power plant, the two 
nitrate factories, and the hundred odd at- 
tendant permanent structures became the 
crux of a bitter three-cornered struggle 
between the advocates of (1) national 
ownership and operation, (2) the private 
power and manufacturing interests that 
desired to capture the great development 
as war-time junk, for a song, and natu- 
rally opposed government intervention in 
such an enormous business enterprise; and 
(3) the friends of government ownership 
of the dams and power plants, with private 
ownership of the manufacturing plants and 
private operation of the whole, except the 
incidental navigation locks. 


This third group includes the 
massed and embattled farmers of 
the America intent upon cheap 
fertilizer — promised them eight 
years ago—and Henry Ford. It 
was the farmers, it must be re- 
membered, who persuaded Presi- 
dent Wilson~to locate the nitrate 
plants at Muscle Shoals, with a 
view to using the water-power 
after, rather than during the war. 

The delay in dealing definitely 
with Muscle Shoals was one of 
the reasons that almost made 
Henry Ford a presidential candi- 
date and did make him a president 
maker to the extent that his in- 
dorsement of President Coolidge 
made him such. When Secretary 
Weeks sold the steam-power unit 
of the Muscle Shoals development 
whilst Ford’s offer was pending in 
Congress, the Automobile master 
saw red and began to think of 
molding a government of his own 
liking, via third party and other 
routes. There was consternation 
at the White House when grizzled 
Chairman Madden of the House 
Appropriations Committee and a 
Republican wheelhorse grimly told 
the new presidnet that the sale of 
the Gorgas plant, thus destroying 
the unity of the development for 
which Ford was bidding, with 35,- 
000,000 farmers looking on, was 
mistake No. 1 of his administra- 
tion. 

The mistake was forthwith 
rectified by presidential approval of the 
Madden idea to replace the Gorgas plant 
with a new one, Ford was mollified and 
soon announced the discovery that 90 per 
cent of the American people were for 
Coolidge, Henry Ford being included 
therein. The Farm Bloc has fought for 
the Ford offer day and night, all the 
farmers are for it, and the South is strong 
for it. If Congress now fails to send 
the Ford offer to the approving pen of 
President Coolidge the Republicans may 
sink in the political whirlpools of Muscle 
Shoals and the Democrats ride into office 
on its power. 

The contest in and out of Congress has 
largely reduced itself to a fight between 
Ford and the farmers on the one hand, the 
nationalists and private industry, in an un- 
natural alliance, on the other. The Ford 
plan is the crux of the breathless strug- 


THE MAGAZINE OF WALL STREET 











ne Such is the millenial economic dream 
é ; , that inspires the fierce enthusiasm of the 
It is the judgment of our Com- rahe drive for the adoption by Congress of the 

7 . Ford plan. 
mittee and of the House of Repre- ie Now, concretely, and definitely what is 
centatives that the Ford offer is the the Ford offer, and what are the alterna- 
r . \ , tives? I asked Representative John C. 
est of the private operation pro- , , McKenzie, ranking member of the House 


osals!” 








le. The intense opposition to it— 

id this is not generally understood— 

not so much jealousy and fear of 

ord on the part of the power inter- 

ts, their allies and friends and 

e fertilizer manufacturers and im- 
ters, as it is to the revolutionary 
iancial principle imbedded in the 

fer of the flivver magnate. 

That revolutionary principle signi- 

*s nothing less than the eventual 
imination of the dead hand of per- 
tual interest in whatever form 

om most of the hydro-electric 
wer of the United States. Some- 

ing for investors to think about! 

lso for the owners of coal and oil 
ining power companies. 

Ford proposes to amortize the en- 

re additional capital investment of 

e United States in the hydro- 
ectric development of 850,000 horse- 
power at Muscle Shoals as he goes 
ong, through the compounding of 
relatively trivial semi-annual pay- 
ents. At the end of 100 years there 

ill be no interest in any guise to pay 

1 $50,000,000 of new investment, and 

the meantime Ford proposes to 

1y the Government 4 per cent on it. 
Study the far-reaching implica- 

ms: If, following this example, all 
iture hydro-electric developments 
volving the consent of the national 
yvernment are to be based on the 
principle of ultimately obliterating interest 
iarges, other public hydro-electric de- 
‘lopments will be forced to accept it. 
nd the principle may be extended, com- 
titively if not legislatively, to all large 
wer plants of a public utility nature. 
apital will then be compelled to face an 
ventual permanently closed season on all 
iblic utility interest charges. It must 
nortize its capital as it goes by setting 
ide relatively insignificant sinking fund 
nounts, and after that may have only a 
rtain service revenue from its property. 
With the price of electric power thus 
duced 75 per cent, or even more, as is 
aimed by the proponents of the dead- 
1e for interest, they foresee a golden age 
‘ universal power application, drudgery 
itirely eliminated from all human activi- 
es; and the farm, in especial, made a 
iradise of happy productive enterprise, 
ith all the modern improvements of city 
fe and minus the city’s draw-backs. 
hus will rural America, the backbone of 
ie nation, be saved and elevated and the 
hole people freed from that perpetual 
incubus of interest in their electric current 
ills, which now weighs so heavily upon 
hem and threatens to keep them in the 
readmill of eternally paying for what has 
lready been paid for. 
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Military Affairs Committee (the commit- 
tee that handled the Muscle Shoals bills 
in that body) to answer. Here follows 
what he said: 

“The Government has an immense in- 
vestment at Muscle Shoals. What 
shall it do with it? The partial 
answer made four years ago was that 
the Wilson Dam (No. 2) must be 
salvaged in the only practicable way, 
that is, by immediately completing it 
at government expense. That means 
expending $25,000,000 in addition to 
the $17,000,000 spent on the dam dur- 
ing the war. That work is going on. 
The rest of the problem is what to 
do about harnessing the rest of the 
potential power, and with all the 
power after it is available. 

“There are two general alterna- 
tives, viz., government operation or 
private operation. At this stage of 
development of public life the former 
is not feasible; that is, in my judg- 
ment, and I believe in the judgment 
of the American people. There re- 
mains private operation. The next 
question is what kind of private 
operation? Manifestly, the best pos- 
sible “deal” we can get for the gov- 
ernment and the people. That is un- 
questionably the offer made by Henry 
Ford. 

“There have been other offers of 
a sort but none of them compares 
with the Ford offer as to the main 
objective in peacetime—the assured 
production of abundant and cheap 

fertilizer for the important national pur- 
pose of maintaining or improving the 
fertility of American soils, together with 
a minimum further investment by the 
government. Mostly they are power dis- 
tribution and selling proposals rather than 
fertilizer manufacturing plans. Moreover, 
all of them can be traced back to foreign 
capital; and their primary representatives 
are associated with interests that are 
naturally unfriendly to a development de- 
signed to be for the general interest first 
and private profit second. 

“Finally, I suspect that the motive be 

hind them is more or less one of drawing, 

(Please turn to page 134) 





“The actual Government out- 
lay at Muscle Shoals will be 
$101,000,000. . . . Against this 
would stand the completed dams, 
the developed water power and 
navigation improvement to say 
nothing of abundant cheap ni- 


trates.” 











How to Increase Your Net 
Estate by Wise Provision for 
Estate and Inheritance Taxes 


A Concrete Example of “Estate Recon- 
struction” Designed to Save Large Sums 


ET us suppose: 
“Mr. Coatsworth” had become a 
resident of the State of New York. 
He had moved to New York City to as- 
sume the managership there of the office 
of an Arkansas corporation which we 
shall call the A Company. His income in 
that respect was on a straight salary basis, 
terminable, of course, immediately at 
death. 

Out in Arkansas, he had been an offi- 
cial of the A Company for years, and had 
invested in both its stock and bond issues. 

He was still trying to dispose of his 
Arkansas home, when he was suddenly 
taken ill in New York—and died. 

Still living in the home in Arkansas 
was his wife, and his invalid sister who 
had been totally dependent upon him for 
support for many years. 

There was one daughter—a 
teacher in the West. 

As a resident of the State of New 
York, his will, of course, was probated 
there. An inventory of his estate revealed 
his affairs to be substantially in accor- 
dance with Schedule 1, herewith. I am 
assuming that no real or personal prop- 
erty was found to be due him at the time 
of his death. 

Let us suppose that, under Mr. Coats- 
worth’s will, he bequeathed the stock in 
the B Company and the bonds of the C 
Company to his invalid sister. The stock 
in the D Company, we will say, was left 
to his daughter, while the residue of the 
estate passed to his wife. 

None of these beneficiaries, we will 
assume, had personal funds except, of 
course, the daughter in her capacity of a 
teacher—and she lived in the far West. 

An Arkansas business associate was 
named Executor, and accepted out of 
friendship. 


What Would Have Happened 


With his estate arranged as it was and 
his bequests what they were, it is inter- 
esting to note what happened to Mr. 
Coatsworth’s estate following his death: 

First, we must consider the charges 
encountered by the business associate who 
had been named Executor by the de- 
ceased. These charges (hypothetical, of 
course, but not exaggerated) are shown 
in the forepart-of Schedule 2. 

Next, we must consider the various tax 
deductions, both Federal and State, bound 
to be charged against the Coatsworth 
estate in its existing form. These taxes 
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are shown on page 96 under the title 
“Mr. Coatsworth’s Taxes Before Recon- 
struction,” 

It is noteworthy that, due to the various 
unavoidable expenses incurred following 
Mr. Coatsworth’s death, plus the charges 
incurred by his executor, the estate, after 
legal deductions, had shrunk to $92,000. 
It is far more noteworthy that, on ac- 
count of Federal Estate Taxes and State 





In This Article 


—A typical estate 
$100,000 


—Is shown, after legal de- 
ductions, estate and inheri- 
tance taxes, to have become 
reducible to $88,249 


—The same estate, RE- 
CONSTRUCTED and after 
proper provision for Taxes, 
is shown to have become re- 
ducible to only..... $92,754 


—lIn other words, the article 
gives a concrete example of 
HOW LARGE PROPOR- 
TIONS OF ACTUAL ES- 
TATES CAN BE CON- 
SERVED BY PROPER 
AND SCIENTIFIC RE- 
CONSTRUCTION. 











Inheritance Taxes resulting from the 
arrangement of Mr. Coatsworth’s affairs, 
his Net Estate shrunk to $88,249! 


Some Assumptions 


In order to introduce as many rea- 
sonably common phases of the problem 
of estate reconstruction as is possible un- 
der the circumstances, I have assumed 
that the laws of each of the States con- 
cerned in the “Coatsworth” estate per- 


mit of a ratable allowance in the matte: 
of “Legal Deductions.” 

I have also assumed that in the cas 
of the stock of the “D Company” (as 
sumed to be a railroad corporation incor 
porated under the laws of three States 
the tax laws of each of the States per 
mit the deduction of that portion of th 
railroad’s line lying outside each of the 
State’s individual territory, in assessin 
and levying the tax of that State. 

Neither assumption is to be construe: 
as a form of universal procedure. 

On the other hand, I have assumed tha 
Mr. Coatsworth held his bonds and stoc! 
certificates in his bank in New York 
Whether or not these bonds were regis 
tered would be immaterial. Such State 
as Iowa and Arkansas follow the custon 
of Arizona, Kentucky, Utah and Wyom 
ing, and will tax the bonds of a domes 
tic corporation whether registered or not 
and wherever they are located, althoug! 
this is not in accordance with the laws 
of such States as Massachusetts, Dela 
ware, New Jersey and Pennsylvania. T: 
be sure, it is difficult to trace an unregis 
tered bond for tax purposes, but it i 
often done, especially when there is othe: 
tangible property in the State that seeks 
to levy the tax. 

Already, you probably have sensed 
that considerable taxation may be 
legally dodged by the conversion of 
one’s securities into corporations lo 
cated in States having the more liberal! 
tax laws—or else confining them alto- 
gether to corporations organizéd in 
the State of your residence, in which 
case there would be but the one State 
tax and that of the Federal Govern- 
ment. Ordinarily in the latter case, 
however, you will have less choice of 
diversification. 


“Reconstructing” His Affairs 


Now let us change the picture. 

Let us suppose that, well before his 
death, our Mr. Coatsworth had submitted 
his holdings to expert analysis with an 
eye to avoiding some of the shrinkage 
outlined above. 

It is apparent that the shrinkage in 
his estate, as originally constituted, was 
chiefly attributable to three items—Lega! 
Deductions, Federal Estate Tax and In- 
heritance Taxes. These amounted approxi- 
mately to 67%, 4% and 29%, respectively, 
of the total expenses involved in the set- 
tlement of the estate. It is also obvious 
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that the first item worked to a consid- 
erable extent in sympathy with the last 
item. As a result, Mr. Coatsworth’s 
analysis must have led to the conclusion 
that the type of his investment holdings 
would have a far greater influence upon 
the question of shrinkage than the actual 
amount of them—as a general rule. 

It is equally apparent that the process 
of administration of the Coatsworth estate 
was severely handicapped by a scattered 
estate coupled with an Executor whose 
personal experience in such matters was 
very limited. Obviously, the delay and 


complexity of ascertaining the necessary 
tax and probate provisions of each State 
tie up the administration. This adds more 
cost to the estate, and means a greater 
shrinkage. Even in this $100,000 estate, 
this shrinkage might have been far 
greater than 11%. 

The State of New York alone gained 
$1,090 purely through the change of resi- 
dence. In no other way was it concerned. 
Not only that, but the original State of 
Mr. Coatsworth’s residence still pursued 
him and took away $1,145.60, while 
BOTH of them poked their noses into 


the matter of his household and personal 
effects. 

One investment, you will note, was 
taxed by no ‘ess than FOUR States apart 
from the Federal levy—although Coats- 
worth had set foot in but one of the 
States in his life, and the specific legatee 
in none of them! This is to say nothing 
of the fact that his wife was taxed $490 
by the State whose boundaries she had 
not as yet been able to pass! 

To put it in plain, nautical terms, Coats- 
worth’s estate was hit ‘fore—'aft—and 
amidships—all at the same time. In a 





‘“‘ Mr. Coatsworth’s’’ Estate 
Before and After Reconstruction 





Showing how Inheritance Taxes could have been reduced over 70%, Estate Taxes over 35% and 
an actual saving provided for the estate of some 39% of the original charges. 





Before Reconstruction 





SCHEDULE 1—THE ESTATE 


After Reconstruction 





SCHEDULE 3—THE ESTATE 


Cash in New York Bank 
Equity in Ark. Home 
Lot in Ark. Cemetery 
Personal Effects 

Life Insurance to Estate 
Stock A Co., Ark 

Bonds A Co., Ark 

Stock B Co., W. Va 
Bonds C Co., Iowa 


Gross Estate 


Funeral, tombstone 
Last illness 

Accrued family debts 
Accrued personal taxes 
Administration costs 
Executor’s fee 
Attorney’s fees 
Miscellaneous costs 


Legal Deductions 


Preliminary Net Estate 


Federal Estate Tax 
$50,000.00 Exemption 
$42,000.00 Taxed 1% 





Inheritance Taxes 


Net Estate 





Stock D Co., Mass., N. H., Conn... 


SCHEDULE 2—THE CHARGES 


$1,000.00 
9,800.00 
200.00 
2,000.00 
17,000.00 
10,000.00 
20,000.00 
10,000.00 
10,000.00 
20,000.00 


Personal Effects 


Stock J Co., Del 


Gross Estate 


$930.00 
335.00 
860.00 
440.00 
1,635.00 
1,600.00 
2,000.00 
200.00 


$8,000.00 
$92,000.00 


Last illness 
Accrued family 


Executor’s fee 
Attorney’s fees. 


$420.00 


$91,580.00 
3,330.40 








Net Estate 


Cash in New York Bank 
Equity in Ark. Home 
Lot in Ark. Cemetery 


Life Insurance to wife 
Stock E Co., Tenn 
Bonds F Co., Mass 
Bonds G Co., N. J 
Stock H Co., Texas 
Bonds I Co., Penn 


SCHEDULE 4—THE CHARGES 
Funeral, tombstone 


Accrued personal taxes 

Administration costs 

Miscellaneous costs ............. ‘ 
Legal Deductions 


Preliminary Net Estate 


Federal Estate Tax 
$50,000.00 Exemption 
17,000,00 Life Ins. to wife 
27,000.000 Taxed 1% 


Inheritance Taxes 


$1,000.00 
9,800.00 
200.00 
2,000.00 
17,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
20,000.00 


$930.00 
335.00 
860.00 
440.00 
935.00 
1,300.00 
1,000.00 
200.00 


debts 


$6,000.00 
$94,000.00 


$270.00 


$93,730.00 
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“MR. COATSWORTH’S” TAXES 
Before and After Reconstruction 








Before Reconstruction:— 
NEW YORK STATE 


Gross Exemption and 
Legacies Value Legal Deductions Tax Rate 


$10,000 Stock B Co. 
{ 10,000 Bonds C Co. } $20,000 None 2% ($20,000) 
1% ($20,000) 


$20,000 Stock D Co. 
{ $10,000 Stock A Co. 
20,000 Bonds A Co. As Wife: $5,000 
Wife 17,000 Life Ins. Ark. 
2 - ***) 10,000 Real Estate { $60,000 R Est.: $10,000 
<= 2,000 H & P Effts 
1,000 in N Y Bk 


WEST ‘VIRGINIA. 
$10,000 Stock B Co. $10,000 Legal: $800 


IOWA 
$10,000 Bonds C Co. $10,000 Legal: $800 5% ($9,200) 


MASSACHUSETTS 


Legal: $880 
Daughter $20,000StockD Co. $20,000 {ye 45% Lines 
Out of State: $9,000 


Legatee 
Sister ... 


Daughter $20,000 None 


1% ($25,000) 
2% ($12,000) 


Legal: $8,000 ($37,000) 


Sister ... 


4% ($9,200) 


Sister ... 


1% ($10,120) $101.20 


CONNECTICUT 


Legal: $400 
$20,000 Stock D Co. $20,000 } a/c 75% Lines 2% ($4,600) $92 


Daughter 
Out of State: $15,006 





NEW HAMPSHIRE. 


Legal: $320 
Daughter §$20,000StockD Co. $20,000 a/c 80% Lines 2% 
Out of State: : $16, 006 


($3,680) $73.60 


ARKANSAS 


2% ($5,000) 


1% seam 
ee Y. Bk: $1,000 3% — 


Wife .... $60,000 Legal :$3,360 


(Residu- (See above) 
ary) 


Life Ins.: $17,000 47 ($13,640) 


($38,640) 
-... ..$3,330.40 








Total Inheritance Taxation 








After Reconstruction:— 
NEW YORK 


Gross Exemption and 
Value Legal Deductions 


20,000 None 


Amount 


Tax Rate of tax 


2% ($20,000) $400 


Legacies 
$10,000 Stock E Co. 
10,000 Bonds F Co. 


$10,000 Bonds G Co. 
10,000 Stock H Co. 


" : 
Bate ds I Co. 
| | 
| | 


Legatee 


Sister . 


Daughter $20,000 None 1% ($20,000) $200 


As Wife: $5,000 
$60,000 ti R Est: $10,000 1% ($22,000) 


20,000 Stock J Co. 

17,000 Life Ins. 

10,000 Ark R’] Est. 
2,000 P Effects. 
1,000 in N Y Bk 


Wife . 


(Resign Life Ins.: $17,000 


Legal: $6,000 





A .R KANSAS 
Stock J Co.: $20,000 1% ($5,000) 
Life Ins.: $17,000 
Wife .... $60,000 ; $60,000 ; B’ds I Co.: $10,000 2% ($6,280) 
(Residu- (See above) In N Y Bk.: $1,000 1 ———— 
ary) Legal: $720 ($11,280) 


$175.60 








Total Inheritance Taxation 








larger estate, ot course, much more 
wreckage would have resulted under the 
same circumstances. 

Let us suppose that, with competent 
legal aid, and the above conclusions in 
mind, Mr. Coatsworth carefully remade 
practically his entire estate, building up 
a new estate in accordance with Sched- 
ule 3. Let us suppose that he changed 
his will to the extent that his stock in 
E Company and his bonds in F Company 
were left to his sister; his bonds in G 
Company and his stock in H Company 
was left to his daughter; and the residue 
was left to his wife. Let us further sup- 
pose that Mr. Coatsworth took more pains 
in his choice of an executor and this 
time selected one of broad experience and 
cbvious competence. 

Having thus reconstructed it, the 
story of Mr. Coatsworth’s estate fol- 
lowing his death, as told in Schedule 4, 
would be vastly different. An actual 
saving to the estate would be effected 
to the extent of about 39% of the 
original charges. The Inheritance 
Taxes would be reduced over 70%! 
FIVE of the original SEVEN States 
would be gently pushed out of his 
affairs. The Federal Estate Tax would 
be reduced over 35%—mainly through 
a more intelligent study of his Life In- 
surance investments. The only other 
taxes would be as shown elsewhere. 


Applying the Conclusion to Your Own 
Case 


All of which goes to show how well 
worthwhile estate reconstruction can be! 
Readers of The Magazine are advised to 
consider the desirability of such action 
in their own cases, 

To spend a little time and money dur- 
ing your lifetime in the reconstructing 
of your investments will pay unbelievable 
dividends. Put yourself in the shoes of 
your Executor at once. Take an x-ray 
of your estate. Then you understand 
what both he and the beneficiaries will be 
up against later. Then, when you have 
reorganized your holdings, the matter of 
financing the estate’s probable minimum 
charges becomes much _ simplified—and 
completes the reconstruction of your 
estate. 

With proper counsel, go over your in- 
vestments carefully, and make “switches,” 
where possible, to your own present ad- 
vantage and your beneficiaries’ future 
advantage. If you can do that—and any 
high-grade investment house will be only 
too glad to assist you, at little or no 
cost—you will have learned one of the 
greatest means of cutting down estate 
shrinkage and red tape. It is quite pos- 
sible, in many cases, to even cut the tax 
levies 50% or more. Nor, as a general 
rule, will it be necessary for you to sac- 
rifice safety of principal, security of in- 
terest, marketability, possible enhance- 
ment in value or any other present fea- 
ture of desirability contained in those 
investments that you now own. 

Having reconstructed your estate, there 
remains the problem of assuring your- 
self that there will be sufficient funds 
available upon your death to finance its 


(Please turn to page 145) 
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How John N. Willys “Came Back”’ 


Rejuvenation of Willys-Overland Company a Personal 
Triumph for Founder—The Story of How He Did It 


In any history of the automotive in- 
stry the rise, decline and subsequent 
e of the Willys-Overland Company 
ll prove as dramatic a chapter as one 
+ discover. Dramatic because itt is 
sentially a human interest tale, 
The re-birth—if one may call it that— 
the Willys-Overland Company, is in 
> nature of a personal triumph for the 
mpany’s founder and president, John 
rth Willys. His story ts that of a pio- 
r in the automobile industry who, su- 
‘mely successful for many years in his 
m particular field, reached for new 
rlds to conquer and, in grasping for 
shadow, nearly lost the substance. 
at part of the tale is not novel. Po- 
ical, industrial and financial history is 
plete with instances of men of rare 
ility who, flushed with success or ren- 
red bold by popular acclaim, attempted 
> impossible with the inevitable results. 
IVhat makes the story of the Willys- 
erlana Company and hence of its presi- 
it, Mr. Willys, of unusual interest is 
> fact that he saw the light in time 
i was big enough to reverse himself, 
ar the decks, set the ship in order and 
ing prosperity out of impending chaos. 
ost men under similar circumstances 
ish blindly on to the bitter end. Napo- 
m followed his star when all the world 
ew tts rays were casting false shadows. 
ot so with John N. Willys. When his 
iding light became refractory he sought 
other beacon. 


HE story of how Willys got his 
start in the world and grew to a 
commanding position in the motor 


industry has been told 
any times. It is similar to many such 
les of ambition, energy and ability 
hich mark the rise of industrialism in 
e United States. In 1908, the Willys- 
verland Company sold 323 automobiles. 
less than a decade annual sales were 
aring 150,000 per annum. The company 
rned out a product which met with pub- 
approval, showed splendid earnings 
1 both classes of stocks, there was no 
nded indebtedness and its finances were 
excellent shape. 
At the end of 1918 Willys-Overland 
id a profit and loss surplus of better 
in $26,000,000 and a working capital 
nearly $28,000,000, of which approxi- 
itely $11,000,000 was in cash and $2,- 
8,000 in Liberty Loan bonds. Notwith- 
inding that the year 1918 was one of 
arp decreases in automobile production 
r the first time in the history of the in- 
stry owing to war restrictions, the com- 
iny was able to carry $3,600,000 to sur- 
us. Within three years from 1918 the 
oft and loss surplus of $26,000,000, 
und figures, had shrunk to a profit and 
ss deficit of approximately $8,000,000, 
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inufacturing 


By Barnarp Powers 


working capital was down to the totally 
inadequate figure of $3,025,000, and the 
Willys-Overland Company trembled on 
the brink of receivership. 

What had happened? Nothing had hap- 
pened to the Willys-Overland automobile 
which was still as popular as ever, but 
much had happened to the Willys-Over- 
land Company. The “bug” which was 
eating the heart out of that concern was 
one which flourished tremendously in 
those times and the disease which it 
caused may be summed in the one word, 
overexpansion. 

As one who knows the motor-car indus- 
try from the bottom up, as one who has 
an almost uncanny foresight in gauging 
the public fancy, as a salesman, as an 
employer who knows how to get the most 
out of his men and still keep their loyalty 
and affection, as an executive, John Wil- 
Is has few equals and no_ superiors. 
Those are some of the reasons why he is 
the third largest manufacturer of motor 
cars in this country today. But when 
Willys stepped over into fields with which 


he was not familiar with every blade of 


grass, such as the tractor field, the agri- 


cultural implement field and the aero- 


plane field, he made the mistake which 
many of even the ablest men have 
made, that of trying to play the 
other fellow’s game. And so he 
learned anew the force of the 
ancient adage, “Shoemaker, stick 
to your last.” And he learned the 
truth of another adage, too, 
namely that the eye of the 
master is worth much more than 
the work of both his hands. 

The expansion of the Willys- 
Overland Company, which so near- 
ly resulted in its undoing, did not 
take place all at once but covered 
a period of years. From 1917 to 1921, 
roughly speaking. In extenuation it 
is only fair to recall the times. The 
year 1916 was one of a tremendous 
upward swing in security prices, a 
secondary war boom following the 
first great upward rush in 1915. 
The world was war-mad and money- 
mad. The universe, or rather our 
part of the universe, was growing 
rich with miraculous rapidity. 
Clerks became millionaires al- 
most overnight. Everyone was 
gambling or building with 
feverish energy, for war- 
starved Europe would take all 
we could produce, and ask the 
price afterwards. It was in 
1917 that the Willys-Overland 
Company acquired $2,400,000 
of the preferred stock and 60,- 
(‘00 shares of common stock of 
the Curtiss Aeroplane & Motor 
Corporation. In September of 


the following year Willys-Overland ac 
quired control of the Moline Plow Com- 
pany, manufacturers of agricultural imple- 
ments and the Moline-Universal Tractor. 
In 1919, the ill-fated Willys Corporation 
was launched with $15,000,000 first pr¢ 
ferred stock, $10,000,000 second preferred 
and 5,000,000 shares of no par common 
All this meant an increased capitalization 
for the Willys-Overland Company. Total 
par value of preferred and common stock 
at the beginning of 1916 was 
n.ately $25,500,000. By the beginning of 
1919 the total had increased to $62,500,000, 
round figures. Fortunately, as it proved, 
the company had not been obliged t 
create a funded debt. 


approxi- 


Cleaning House 
It is not the purpose of this artick 
to discuss in detail the financial history 
of the company in this era of overexpan- 
sion. The following tabulation of “value 
of investments in other companies writ 
ten off” is significant: 
$ 1,000,090 
6,931,764 
7,412,275 
$15,344,039 
Sufficient to say that 
the years 1917 to 1921 
mark the darkest 
period in its his 
tory. Speaking 
of 1921-1922, be 
fore it 
apparent that the 
company 
the high road to 
rejuvenation, a 
former 
of John 
said to 


1920 
1921 


became 


Was on 


associate 

Willys 
the 
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Experience Has Proven that Complete 
Reports Do Good—Not Harm! 


Example of Steel Corporation, American Sugar 
and Others Demonstrates that There Is Much 
to Be Gained from Publishing the Whole Truth 


This is the fifth and last of a series 
of articles dealing with the general 
subject of inadequate financial state- 
ments. 

That the series has “started some- 
thing” is indicated by the space de- 
voted to the question of Financial 
Reports in the retiring statement of 
President Cromwell of the N. Y. 
Stock Exchange. 


of criticising. 
Our criticisms had to do with the 
general subject of corporation reports. 
We criticized the policy of issuing re- 
ports that were inadequate, from the in- 
vestor’s point of view. 
We criticized the policy of issuing re- 
ports that did not fully dis- 


I N previous articles we did a good deal 


nothing in the demand for such reporting 
methods that would in the slightest de- 
gree injure or even hamper a reputable 
concern. On the contrary, we solidly be- 
lieve that the universal adoption of {rank 
and “undistorted” corporation reports 
would benefit corporations, generally and 
individually, beyond measure. In our 
opinion, that practice would lead to a de- 
gree of inter-confidence and inter-cooper- 
ation between executive, investors and 
workers such as must be undreamed of 
now. 

We are convinced not only that all 
corporations could issue such reports 
and should do so, but also that the 
practice would redound greatly to 
their benefit as well as to the benefit 
of all others concerned. 

As it happens, our readers need not 
rely upon our judgment alone in the mat- 


ter at hand. It happens that many con- 
crete illustrations, all of the most perti- 
nent variety, can be cited to prove that 
thorough, honest and non-distorted finan- 
cial reports can be issued by corporation 
of all kinds without in the least prejudic 
ing their interests. 

Nor are these concrete cases we refe: 
to of minor and therefore doubtful sig 
nificance. Instead, they are of major an 
indubitable significance. They are case 
based on the reporting methods pursue: 
by several of the leading corporations ir 
the United States today. 


A Classic Example of Proper 
Reporting 


Our first concrete example is a classic 
one. As you have probably guessed it 
is the example set by the United States 
Steel Corporation. 

We understand that Elbert 





close actual results. 

We criticized the policy of 
“concealing” the earnings. of 
important subsidiaries. 


YES—BUT WHAT KIND OF REPORTS, 


MR. CROMWELL? 


H. Gary deserves the credit 
for Steel’s policy in this re- 
spect. It is our information 
that the famous Judge stood 


We criticized the policy of 
issuing quarterly reports with- 
out preliminary allowance for 
year-end “charge-offs.” 

In short, we criticized the 
whole practice of inadequate 
financial reporting, whether 
done by a railroad company, 
an oil company, a manufactur- 
ing company or a company of 
any other kind whose securi- 
ties were dealt in in public 
markets. 


Is the Criticism Justified? 


Some of our readers, no 
doubt, have wondered whether 
our criticisms were entirely 
just. 

Aside from the merits of 
individual cases, some _ read- 
ers, no doubt, have wondered 
whether it is entirely fair to 
insist upon “full, complete and 
frequent” financial statements. 
The question has probably 
arisen whether such a demand, 
if enforced, would not work 
an injustice or hardship upon 
companies of various kinds. 

Our views in this respect 
must be clear to all. It must 
be evident from what we have 
already said that we see no 
reason why any company, re- 
gardless of size, character or 
activity, should not file just 
such complete reports as we 
have in mind. We can find 
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“. . . 660 of our 957 listed companies pub- 
lished statements under agreement with the 
Exchange. Of the remaining 297 companies, 
all but 28 make reports for other and vari- 
ous compelling reasons. In every instance 
these 28 companies, constituting less than 
3% of our total listed companies, were 
granted listing to their securities under 
agreements made years ago, before the Ex- 
change’s policy favoring the publishing of 
corporate statements had evolved to its pres- 
ent state of insistence.”—From the report of 
Mr. Seymour L. Cromwell, retiring president, 
to the Board of Governors of the New York 
Stock Exchange. 


Are the companies who file incomplete In- 
come Accounts included in this summary? 
Are the companies who do not disclose the 
earnings and financial position of important 
subsidiaries included? Are the natural- 
product companies, whose reports make no 
allowance for depleting resources, included? 


If so, have not documents of little if any 
value to stockholders been unduly dignified 
by classification as “reports”? And should 
companies filing such incomplete statements 
not be numbered among those which make 
NO REPORTS AT ALL? 








almost alone in favor of a 
complete reporting system in 
the beginning—that he battled 
for it, almost alone, at a time 
when reports of the most 
meagre and unsatisfactory va 
riety wére the order of the 
day—when Wall Street was a 
“whisperer’s paradise”—a_ bee- 
hive buzzing with “unofficial 
information,” “we understand,” 
and “it is reported.” In those 
days, investors were lambs, in 
all truth, designed primarily 
for fleecing. Caveat emptor 
was the slogan of The Street 
The idea of treating stock 
holders with honest frankness 
was almost unheard of—a pre- 
posterous theory. Thus, if 
Judge Gary was the prime 
mover in the Steel policy of 
“open reports openly arrived 
at,” his attitude, considering 
all the circumstances, was as 
heroic as it was far-sighted 
He stood practically alone 
against the deep-seated preju- 
dices of a ring controlling un- 
told billions. 

Regardless of who deserves 
the credit, however, this much 
stands clear: Since the begin- 
ning, the annual reports of the 
Steel Corporation have been 
veritable achievements in point 
of completeness, accuracy and 
what might as well be called 
what it is —straightforward 
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honesty. They have been models for the 
rest of the corporation world to go by. 
We have before us as we write a copy 
f the U. S. Steel report for the year 
nding December 31, 1923. We open it 
nd find, first, a complete list of officers 
nd directors. Next we find an Income 
\ccount, as complete and thoroughgoing 
s the income accounts of some com- 
unies we could mention are incomplete 
nd valueless; and thereafter an unquali- 
ed analysis of the corporation’s Undivi- 
ed Surplus. 

On the succeeding page, we 


Summary of Financial Operations of all 
properties. 

Analysis of Funded Debt. 

Comparative earnings by years and quar- 
ter-years for the 5-year period to date. 

Summary and description of Subsidiary 
Companies and properties, including 
railroad lines and marine equipment. 
Those of our readers who may not 

have seen a Steel Co. report will probably 

gather from the above description that 

the report requires considerable space. It 

does. The full report covers 52. pages— 


either been unable or else just plain un- 
willing to do. It gets its quarterly re- 
ports out with something of the prompt- 
ness of a railroad schedule, so far as time 
is concerned, and it renders them so com- 
plete and inclusive that, as said in a pre- 
vious article, “it is practically possible to 
figure Steel’s results for an entire year 
by merely combining its quarterly fig- 
ures.” 

(The comparative promptness which the 
Steel Corporation attains in the matter 
of its quarterly reports is of considerable 
importance, by the way. It 
sets a standard which some 





nd a comparison of the In- 
yme Account for 1923 with 
hat for 1922—an obviously 
aluable feature from the in- 
estor-stockholder’s point of 
iew. Following it is an analy- 
s of Depletion, Depreciation 
nd Replacement reserves and 
summary of the amounts 
rovided for same, and Main- 
nance, out of gross earnings. 
flow different, this, from the 
ports which “lump” such re- 
rves together with other de- 
ictions, thus concealing their 
mount and character—or else 
make no reference, sometimes 
ven no provision, for them 
t all! 


Other Features of the Steel 
Report 


We continue to turn the 
pages of the Steel Corporation 
port, and we note in the 
rder named: 


\ statement of Sinking Fund 
operations. 
\n analysis of Capital. 
Production analysis and com- 
parison: A complete tabula- 
tion, this, of the actual vol- 
ume of production, compared 
as to source and as to kind 
as well. 
ventory analysis: Showing 
the full nature and extent of 
the entire inventory account. 
apital expenditures: Analyz- 
ing the complete capital ex- 
penditures during the year. 
‘roperty analysis: A detailed 
statement of additions and 
improvements, etc., made to 
property during the year 
(taking over 5 pages of 
6-point type). 
mployes and Pay Rolls: 





siderably more extensive. 
been confined to corporations whose shares 
are listed on the New York Stock Exchange, 
and therefore does not consider a host of 
“unlisted” companies whose reports to stock- 
holders are variously unsatisfactory. 
list is based on reports filed by the com- 
panies mentioned in the past and may not 
in all cases reflect the present policy. 


EXAMPLES OF CORPORATIONS WHOSE 
REPORTS TO STOCKHOLDERS ARE 


DEEMED INADEQUATE 


Failing to make provision out of earnings 
for Depreciation and Depletion: 


Middle States Oil Corporation. 


Failing to disclose activities, position and 
earnings of important subsidiaries: 

Delaware & Hudson R. R. Co. 

American Linseed Co. 


Failing (in the past) to take year-end de- 
ductions for various reserves into considera- 
tion when compiling quarterly reports: 

Consolidated Cigar Corporation. 
Spicer Manufacturing Co. 


Failing to file COMPLETE income ac- 
counts: 

American Woolen Co. 

National Biscuit Co. 

Central Leather Co. 


The above companies are cited as exam- 
ples out of a list that might be made con- 


The list has also 


The 


other companies, who let 
thirty or sixty days pass be- 
fore finally divulging their 
quarterly findings, might do 
well to examine and, if they 
feel conscientious about such 
matters, emulate. Some cor- 
porations know within a day 
or two of a quarter’s ending 
approximately how they stand 
—railroads as well as indus- 
trials. Where it takes the Steel 
Corporation perhaps a month 
to assemble its quarterly fig- 
ures—and is bound to take it 
that long—many other com- 
panies could assemble their 
figures and give them out in 
far shorter time. Probably the 
chief offenders in this respect 
would not treat their stock- 
holders as they do now if they 
were in partnership with two 
or three instead of from ten 
to two hundred thousand peo- 
ple. The unnecessary holding 
back of quarterly reports in 
some cases approaches the 
scandalous. ) 

Another feature of the Steel 
Corporation policy is familiar 
to all investors. That is its 
policy of reporting “Unfilled 
Tonnage” figures once a 
month. So accurate and so 
important is this Unfilled Ton- 
nage figure that, as everyone 
knows, it has always been an 
accepted index. by which to 
judge of the state of trade, in 
industry as a whole. 


Prejudicial? 


Earlier in this article we 
said that we could cite ex- 
amples to back up our con- 
tention that full, complete and 
regular corporation reports 








Showing number of em- 
ployes, their distribution and 
wages, compared with previous year. 
olume of Business: Revealing source of 
Gross Sales and Earnings. 

Production Analysis: Comparing output 
of basic products with previous year. 
Shipments: Showing volume and desti- 
nation of total shipments, whether do- 

mestic or for export. 

onsolidated Balance Sheet. 
l'roperty and Investment Account. 
onsolidated Income Account. 
Condensed General Profit and Loss Ac- 
count. 
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and words are not wasted in it. 

Nor does the Steel Corporation content 
itself with this magnificent example of 
proper accounting, as outlined. In addi- 
tion, the corporation files regular quar- 
terly reports—themselves as complete and 
accurate as it would be humanly possible 
for them to be. And in these quarterly 
reports the corporation achieves what a 
host of other companies, doing perhaps 
one-thousandth of the same volume of 
business and having perhaps a ten-thou- 
sandth of the complications involved, have 


would redound to the benefit 
of all concerned—particularly to the bene- 
fit of the corporations themselves. We 
then gave the Steel Corporation as a case 
in point, and showed how complete and 
reliable its records were. So far as the 
Steel Corporation is concerned, then, it 
remains only to prove that the company’s 
policy has not been prejudicial to the 
company’s own interests. 

We know of no way to judge of the 
success of a given policy in the matter 
of financial reports from the standpoint 

(Please turn to page 152) 
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— A New Series — 
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The Principles 


of 





ciples of investment in all types 

of securities are the same, the in- 
telligent selection of securities must be 
based on something more than an under- 
standing, no matter how complete, of 
these basic principles. Bonds, preferred 
stocks and common stocks, for example, 
all come under the head of securities, and 
all are subject to the same general eco- 
nomic forces yet each group has its own 
characteristics quite distinct and apart 
from the other groups. Each group, fur- 
thermore, is subdivided into divisions, 
each of which has its own characteristics 
which must be given special considera- 
tion. 

Common stocks, accordingly, may be 
divided into rails, public utilities, mining, 
oils and industrials. The principles of 
selecting a railroad common stock are 
quite different from those involved in 
selecting an oil stock, for example. Even 
each of these divisions may be further 
subdivided. Thus there are stocks of oil- 
producing companies, pipe-line companies, 
refiners, etc. While in the same general 
industry, these subdivisions are more or 
less distinct, and analysis of their secu- 


W ‘civics the broad underlying prin- 


rities presents separate investment prob- 
lems. 

The so-called industrials present a pe- 
culiarly formidable problem because of 
the miscellaneous character of the various 
industries and trades generally grouped 
under this heading. A steel company, 
for instance, is considered an industrial. 
Likewise, an automobile or tire company. 
Under the head of industrials come: rail- 
road equipment, chain stores, department 
stores, sugar refiners and producers, 
leather companies, clothing manufactur- 
ers, etc. It is obvious that each of these 
industries is quite different from its asso- 
ciates. Consequently, the investment prin- 
ciples applied to the securities of each 
of these industries will be different, 
though underlying them all are the basic 
laws of investment. 

In the attempt to describe some of the 
more important principles as applied to 
the selection of industrial stocks, we have 
prepared this series of articles dealing in 
this issue with: Steel, Railroad Equip- 
ment, Automobiles and Automobile Ac- 
cessories. Later issues will deal with 
other important groups of common stocks 
listed on the N. Y. Stock Exchange. 
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How to Select Steel Stocks * 


- 








WHEN an investor is considering the 

advisability of purchasing common 
stock in any one of the iron or steel com- 
panies, he should acquaint himself with 
the available facts relative to both the 
industry as a whole and the individual 


company. For instance, he should know 
that the production of these two com- 
modities is a very uncertain business; 
that profits may be large at times but un- 
usually small during periods of depres- 
sion; and that being a partner in this type 
of enterprise usually entails no small de- 
gree of speculative risk. The prosperity 
of domestic iron and steel companies is 
more or less dependent upon industrial 
activity in this country as exports form 
but a small part of total business. When 
various basic consuming industries are 
using iron and steel in record quantities, 
the great majority of producers are able 
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to profit, as prices usually adjust them- 
selves to the law of supply and demand. 
For this reason, the prospective buyer of 
iron or steel stocks, before making a pur- 
chase, should ascertain whether condi- 
tions are favorable for an early increase 
in industrial activity and from just what 
sources large orders are likely to origi- 
nate. 

As a usual thing, about one-third of 
all steel produced goes directly or indi- 
rectly into railroad consumption; another 
third finds its way into agricultural im- 
plements and farm equipment. The rest 
is consumed by the oil industry, building 
trade and automobile manufacturers, etc., 
in varying amounts. Thus, the important 
point to be given consideration is whether 
any or all of these divisions of industry 
are in need of additional raw materials 
or equipment and are likely to enter the 


market on a large scale in the near fu- 
ture. It must~-be decided whether the 
railroads have sufficient rolling stock tc 
handle the probable traffic volume during 
the next year or so; if the building boom 
is likely to flatten out; if automobile 
manufacturers are contemplating an in- 
crease in production and to just what ex- 
tent the farmer is financially able to im- 
prove his property and buy new equip- 
ment. Altogether, ‘an analysis of the 
prospects of the iron and steel industry 
calls for a rather general review of the 
entire business situation. 

There are probably more available sta- 
tistics on this industry as a whole than 
any other and they are rather easily ob- 
tained. Monthly pig-iron production is 
compiled for the entire United States and 
the figures are published. The same is 
true of steel-ingot production, and both 
of these sets of figures are of some value 
in judging the trend of affairs, but it 
must be remembered that they reflect 
what has already taken place rather than 
any immediate change in the outlook 
Another guide as to conditions in the in- 
dustry is the volume of unfilled orders 
of the U. S. Stcel Corporation reported 
from month to month. 

The trend of prices of various iron and 
steel products must also be considered. 
As was the case but a few months ago, 
practically the first intimation of a change 
in the situation is often to be found in 
changing price levels and price shading 
by independents on miscellaneous prod- 
ucts. When the back-log of orders on 
the books of independents begin to de- 
crease, it is invariably a tendency on their 
part to shade prices in an effort to remedy 
the situation. The investors or traders 
who are keeping close tab on prices are 
able to know almost immediately when 
unfavorable conditions are developing. 

On the other hand, it is much more 
dificult to foresee any change for the 
better in the iron and steel industry due 
to the many factors that must be weighed. 
For instance, with steel being produced 
at the rate of but 65% of capacity for 
the entire industry at the present time, 
compared with 90% several months ago, 
the question arises as to whether produc- 
tion will go very much lower or be sta- 
bilized around present levels. The imme- 
diate prospects for an increased demand 
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om any of the industries pre- 
yuusly mentioned do not appear 
vorable, and prices for iron 
d_ steel continue to decline. 
he writer does not profess to see 
1y hope of improvement in operations 
vithin the near future. Costs are still 
gh and lower prices are slowly wiping 
cat the producer’s margin of profit, which 
eans that this year’s net earnings will 
much below those for 1923. But even 
there is a fair possibility that the 
wer trend of prices for many of the 
m and steel stocks has pretty much dis- 
unted the unfavorable outlook. 
Since this article is to discuss the 
ethod of analyzing securities in this 
oup rather than their present markct 
sition, the current prospects for the in- 
istry are not of material moment. What 
more to the point is how the opera- 
ns of the different companies compare 
1 why some are able to do better than 
iers, that is, in the way of earnings. 
Here again, there is any number of fac- 
t rs that must be given consideration. As 
the case of all organizations, the ability 
the management is an all-important 
m, and probably more so in this indus- 
try than most others due to the highly 
mpetitive conditions existigg and con- 
int changes in the outlook. 
It can be seen from the accompanying 
table that the size of the company is not 
great significance. The U. S. Steel 
Corporation has an invested capital of 


2.4 billions, or more than that of all the 
other thirteen prominent organizations 
combined, and yet its earnings have not 
reflected any great advantage over sev- 
eral of the smaller companies. There are 
advantages in size, in this industry just 
as any other, which result from the round- 
ing out of operations and increased buy- 
ing power at lower cost, but there are 
offsetting factors. When a company has 
attained such great proportions it is more 
difficult to control operations. The Sloss- 
Sheffield Steel & Iron Co. and Gulf States 
Steel Co. are both relatively small and 
yet their earnings record is not by any 
means unsatisfactory when compared 
with those of larger organizations in the 
industry. 

Next to ability of management, the 
most important matter in an iron or steel 
company’s operations is its competitive 
position in the industry. By this is meant 
its nearness to and abundance of power 
supply and raw materials; extent of la- 
bor supply during boom periods; and 
proximity to markets. The chief diffi- 
culty of the U. S. Steel Corporation at 
times is its inability to secure sufficient 
labor for capacity production at such 
times as demand warrants full operations. 
The company thus loses a certain amount 
of business and profits are held down by 


Colorado Fuel 
& Iron Co. is handicapped by 
the distance of various markets 
for its products, the freight charges 

being a very heavy burden, so far hav- 

ing made it impossible for the com- 
pany to make money except under un- 
usual circumstances. 

Other companies have many definite 
trade advantages. For instance, the Gulf 
States Steel Company has extensive coal 
and ore properties and has a well-balanced 
output. Its mills can be operated on an 
unusually low cost basis and, due to its 
southern location, there is no labor prob- 
lem. Hence, Gulf States has a compara- 
tively favorable record of earnings. 

While it is best all these various oper- 
ating factors be given consideration wher- 
ever possible, at the same time it is prac- 
tically out of the question for the aver- 
age investor to consider them. Such in- 
formation is not easily obtained, and even 
if it were, it is improbable that the rank 
and file of security buyers could properly 
weigh each factor in accordance with its 
relative importance. The most logical 
method of studying the situation as re- 
gards any particular company is through 
a comparison of its published earnings 
statements and balance sheet with those 
of other organizations in the industry. 

In studying the different income ac- 
counts, it will be found that practically 
all companies were able to make large 
profits in the war and post-war periods 


this factor. The 








In order of preference, based 


Company 


Gulf States Steel Co 

Youngstown S. & T. Co 

U. S. Steel Corp 

Sloss-Sheff. Steel & Iron Co 
Republic I. & S. Co 

Vanadium Corporation of America 
U. S. Cast I. P. & F. Co 

Crucible Steel Co. of America 


United Alloy Steel Co 
Colorado F. & I. Co 
Otis Stee] Company 
Virginia I. C. & C. Co 





Averages 


Nore: { Capital employed consists of combined assets of each company and funded debt is given in per cent of this total. 
1. Working capital ratio shows the number of dollars of current liabilities per one hundred dollars of current assets. {| Average net 
profits on net worth represents the average annual return for the past two years on combined common and preferred stock and 
{| Net profits in dollars per share on the common stock is shown as the 


surplus, unappropriated surplus and surplus reserves. 
{| Book value of common stock represents equity per share as shown in the last balance sheet. 


average for the past two years. 


Bethlehem Steel Corp. ............++++: 
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on prospects for appreciation. 
market conditions improve. 


Funded 
Debt 
in % of 
Capital 
Employed 


Working 
Capital 
Ratio 
100 to 


Capital 
Employed 


16 
19 
23 
21 


iS 


2,420,000,000 
32,000,000 
137,000,000 
16,000,000 
33,000,000 
136,000,000 
636,000,000 
47,000,000 
79,000,000 
36,000,000 
19,000,000 
15,000,000 


+ For the fiscal year ended Aug. 31st, 1923. 
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and that, with few exceptions, 
deficits were shown from 1921 
operations. These periods should 

not be taken as a fair basis of 
comparison due to the unusual circum- 
stances which existed and the fact that 
they are not likely to occur again for 
many years. The best period for a com- 
parison of earning power is that of the 
past two years. One of these (1922) was 
marked by recovery of but moderate 
activity in the iron and steel industry and 
the one just ended might be called a year 
of real prosperity. 

It may be noted from the table that 
two companies showed average net profits 
in excess of 8% annually on total net 
worth, which was an unusually good 
showing, being nearly twice the average 
of 4.3% for all companies. This is a 
very dependable index of all combined 
operating factors, such as labor costs, 
overhead and transportation costs, and in 
this instance it shows that these two or- 
ganizations have a superior trade position. 

One, the Youngstown Sheet & Tube 
Co., would have shown very large earn- 
ings on its common stock but for the fact 
that the equity behind each share is rela- 
tively small due to stock dividends in the 
past. However, this does not in any way 
detract from its merits. The other com- 
pany, Gulf States Steel, would have 
shown much larger earnings for its ju- 
nior stock but for the fact that it has no 
funded debt and a very small amount of 
preferred outstanding. Such a capital 
structure naturally cuts down net per 
share when earnings are large, but also 
reduces the possibilities of a deficit dur- 
ing periods of depression. 

Needless to say, these two companies 
made by far the best showing for the en- 
tire group during the past two years. 
Their normal earning power is equivalent 
to approximately 15% annually on their 
junior stock issues at present market 
prices, which is above the average for 
other organizations in the industry whose 
securities are listed on the New York 
Stock Exchange. 

Again referring to the accompanying 
table, it will be seen that the majority of 
stocks in this group have large book 
values. On the whole, this does not mean 
a great deal except perhaps that the re- 
turn on invested capital is small and, were 
it not for large book values, earnings per 
share would also be small. By no means 
should book value be considered as a 
measure of true value. While the equity 
behind the junior stock issue of the Beth- 
lehem Steel Corporation is supposedly 
$170 a share, the average return on net 
worth has been but 2.9% and net per 
share on the junior issue less than $4 an- 
nually for the past two years. 

In addition to earning power, the pro- 
spective investor must consider an iron 
and steel company’s financial condition 
and capital structure in relation to the 
normal figures. for the industry. If a 
company should have an unusually large 
funded debt as is the case with Bethle- 
hem Steel and Colorado Fuel & Iron, the 
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possibilities of financial difficulties are 
greater should a severe depression take 
place. A large funded debt is particu- 
larly dangerous in this industry. 

It is a characteristic of the iron and 
steel companies and a very necessary one, 
that a large net working capital be main- 
tained. As can be seen from the table, 
the average proportion of current assets 
to current liabilities is 4.3 to 1, and many 
companies maintain a much more favor- 
able ratio. A ratio of 5 to 1 is desirable 
particularly where funded debt is large. 

In conclusion, it may be said that choos- 
ing a promising security in the iron and 
steel group presents somewhat the same 
problem as choosing one in any other 


branch of industry. However, it 

is more or less essential to know 

the characteristics of the  in- 

dustry and also something of the 
characteristics of each particular com- 
pany. Furthermore, it must be remem- 
bered that the current yield to be ob- 
tained from an iron or steel stock is 
relatively of little importance. The rate 
of payment changes very frequently in 
most cases and the larger return is 
usually secured through extras and stock 
dividends. The prospective buyer of 
a common stock in this group should 
make sure that the outlook is favor- 
able for the industry as a whole, and 
then become a partner in that particu- 
lar organization that has demonstrated 
its ability to make a fair return on the 
capital already employed in the busi- 
ness. 








2. How to Select Automobile Stocks 





[N deciding on the purchase of com- 

mon stocks of automobile companies 
no delusion should be entertained that 
this class of security may be included 
with those generally termed sound invest- 
ments. Some, of course, are more spec- 
ulative than others but, in all, the degree 
of risk is too large to warrant an invest- 
ment rating. 

Automobile stocks are not a desirable 
class of security to purchase with the 
idea of “putting them away for a few 
years,” as conditions surrounding these 
companies are subject to drastic and rapid 
changes. The market movements of com- 
mon stocks of the leading automobile 
companies indicate very clearly the neces- 
sity for constant vigilance. An attractive 
purchase among automobile stocks one 
year may become a highly undesirable 
holding in the following year. 

General Motors, for example, in 1918, 
was the outstanding bargain of the auto- 
mobile group, but by the end of 1919, the 
profit-taking time had already arrived, 
for those who retained the stock in 1920 
saw all their profits disappear. In 1921, 
Studebaker common, selling around 50, 
was one of the most promising of the 
automobile stocks and, while it (old 
stock) still commands a price substan- 
tially above these levels, it is now forty 
points below the high prices reached in 
1923. It would not have paid, therefore, 
to hold this stock more than a year and 
a half. 

To assume a high degree of risk is 
only justified when there are possibilities 
of very substantial profits from the ven- 
ture. The idea in purchasing automo- 
bile common stocks, therefore, should 
be to take advantage of the wide mar- 
ket movements characteristic of these 
stocks. They are stocks which should 
be bought at the right time and sold 
at the right time, and should not be 
held indefinitely for income return. 


How to select an automobile stock is 
herewith discussed from this point of 
view. 

Appearance of the Car 

The automobile industry has become so 
highly competitive in the past few years 
that an inferior product, or one that does 
not give full value for the price asked, 
can no longer be successfully sold. A 
high standard for the product has been 
set and practically all large automobile 
companies can be regarded as selling a 
good car. 

The days of being “stung” in purchas- 
ing certain makes of cars are practically 
over. As a result, the popular demand 
for the various makes is likely to vary 
greatly and in a short space of time. A 
mere change in the appearance of a car, 
or the addition in some new mechanical 
device, may make all the difference be- 
tween a successful year and an indiffer- 
ent one. 

The “Champion” model brought out 
last year by the Willys-Overland Com- 
pany is a good example of the important 
effect of new designs on sales. The seats 
in the “Champion,” for example, are so 
constructed that they can be readily 
turned into a quite satisfactory bed. This 
proved a great idea for the week-end 
campers and one that instantly met with 
popular favor. This model is one of the 
reasons for the increase in sales during 
the first four months of this year. 

In selecting an automobile stock, past 
performances should not be given a great 
deal of weight. The prospective buyer 
should be more concerned with the posi- 
tion of the company at the time of analy- 
sis and the immediate outlook. There 
have been many instances where a com- 
pany has done exceedingly well for two 
or three years and then has gone steadily 
down hill. Chalmers not so many years 
ago was one of the most prosperous of 
the smaller automobile companies, but 
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s car is now hardly known. On : working capital of this company 
other hand, there have been : : was 3.6 million dollars, whereas at 
npanies, such as the Moon, So _ — the close of 1921 it was less than 
ich have struggled along several a million. This weaker financial 
rs in a small way and then suddenly at that time have turned out to be a_ condition was largely a result of paying 
ight the popular favor with a resultant highly profitable purchase. dividends in excess of earnings 
rease in production and profits and : Another important point is the capitali- 
reby dividends. ? Automobile Sales zation of bam pecionti If oe Pa 
This does not mean, however, that the Statistics of automobile sales are of appears too heavy in comparison with 
st record of a company should be en-_ considerable value in judging automobile output and profits, a moderate improve- 
ly disregarded. It does mean that the securities. Sales of individual companies ment in earning power may not be suffi- 
mation derived from the study of should be compared with sales of the in- cient to overcome this handicap. Pierce- 
se statistics should not form the sole dustry as a whole and conclusions drawn Arrow is an example of a company with 
sis for an opinion of the stock but therefrom. Taking the case of Willys- a top-heavy financial structure. During 
uld be used in connection with other Overland again, figures of automobile the war period Pierce-Arrow greatly ex- 
| more important factors. sales were almost in themselves sufficient panded its plant facilities particularly for 
[t is practically impossible for the aver- to warrant the conclusion that Willys- the manufacture of trucks After the 
outsider to judge the exact time Overland stocks were a purchase at the war, this end of the business fell off 
n the affairs of an automobile com- close of 1922, taking into consideration, heavily and, as the demand for a high- 
y have started on the upgrade. Even of course, the price level, which was then priced passenger car, such as _ Pierce- 
insiders are unable to determine this low. Willys-Overland in 1922 produced Arrow, is more or less limited, the com- 
urately. It is only after definite re- 95,410 cars as compared with 48,016 in pany has had a hard time to struggle 
ts of a constructive nature have been 1921, an increase of nearly 100%. This along with its heavy load. Pierce-Arrow 
ially accomplished, that the upward compared with an increase of 60% for contemplates bringing out a lower-priced 
id can be detected. It is seldom, when the industry as a whole, and even Stude- car this year, and it is possible this new 
automobile company makes a definite baker, which at that time was making development will increase earnings sufh 
n for the better, that this improve- unusual progress, showed an increase in ciently to justify the present capitaliza- 
nt fails to continue for an extended pe- sales in 1922 of only 66%. tion. Securities of the company, how- 
1 of time, one or two years at least, Another factor which must be consid- ever, should not be purchased until re- 
| the investigator who has noted the ered is the financial condition of the com- sults of a favorable nature have actually 
st definite signs of improvement should pany, and, in this connection, it is impor- been demonstrated. 
e ample time to profit by his observa- tant to note whether the financial condi- In determining the progress a company 
’ tion is improving or not. The balance is making in the automobile industry, 
rom the day John Willys resumed sheet frequently gives a good line on the the prospective purchaser of automobile 
ive management of Willys-Overland management of the company, and indi- stocks would do well to undertake some 
mpany’s affairs, about the middle of cates whether it is conservative and build- investigating on his own account instead 
22 this company was on the road to ing on a solid foundation, or whether it of relying entirely on figures given out 
ter things, although it was fully six is of the over-optimistic variety, inclined by the management. At least he can de- 
nths after he took charge before un- to pay liberal dividends, even if such termine how various cars are selling in 
stionable signs of improvement were policy results in bank borrowing. Chan- his immediate vicinity and frequently a 
lent. With the company definitely on dler Motor gives a good example of the good line on the management’s general 
upgrade at the close of 1922, its secu- deductions that may be drawn from the policy can be obtained from local dealers. 
es were still at a low level and would balance sheet. At the close of 1920, the Take the case of the new Maxwell 








COMPARISON OF AUTOMOBILE COMMON STOCKS 


In order of preference, based on prospects for appreciation. Purchase not advised until general 
market conditions improve. 


—— Capitalization —, No. of Cars $ Earned 
Bonds Pref. Common Produced Per Share Recent 
(000 omitted) (No. of sh’s) “Ratio 1923 Price Class 1922 1923 Price Div. , Remarks 
Low Car sales first four months of 1924 


Willys Overland .$10,000 $22,049 2,159,760 514 tol 196,038 . 0.24 4.94 8 far ahead of 1923 which was a 
Medium record year. 


—_— 6.000 117,708 008,061 67,100 Medium vom anise 
Wide diversity of products should 


General Motors.. 11,688 $109,915 20,646,327 798,555 Lew . 2. 14 : Y enable company to return profits in 
Medium-High unfavorable periods. 


— 15,760 273,000 3%tol 56,000 Medium 100 Sole eee CEE e eae 
— 1,820,000 334 to1 88,188 Medium 23 Siosed ear. "Up-to-date. management. 
913,809 $ tol 38,000 Medium 54 12 1. ete See, Sees 

750,000 334 tol 150,118 Medium 82 See +o 

Made great progress in {922 and 

180,000 4%4tol 13,000 Medium J . 20 ‘ . 1923 but outlook now somewhat un- 


certain. 
Dependent on success of low-priced 


Pierce-Arrow ... 4,200 11,575 250,000 8%4tol 3,675 High $20 | car te be brought out this summer. 
as lost ground in past few years. 


H 
Chandler 280,000 1%4tol 17,000 Medium 6.09 7.34 45 6 133 { Financial condition unsatisfactory. 
Unattractive. 


*Ratio of current assets to current liabilities. tClass A stock. ¢Preferred and debenture stock. {Class A stock. §Preferred stock. 
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“Chrysler” car brought out this 
year. For anyone interested in 
Maxwell stocks it is decidedly 
important to know as soon as 
possible how well the new car is tak- 
ing with the general public. From deal- 
ers handling the car first-hand informa- 
tion as to the extent of public demand 
can readily be obtained. 

In the past few years, automobile 
stocks have offered the opportunity for 
unusually large profits to those who have 


selected wisely and purchased at the right 
time. Undoubtedly there will be equally 
good opportunities in the future. It will 
therefore pay the purchaser of automo- 
bile stocks to take the time and trouble 
to carefully investigate before making a 
selection. The facts and table presented 
herewith should be of some assistance. 








3. How to Select Automobile 
Accessory Stocks 








TT HE remarkable increase in the manu- 
facture and sale of automobiles in the 
last few years has naturally resulted in 
a corresponding increase in the demand 
for automobile accessories. While this 
increased demand has been a favorable 
development for the automobile accessory 
manufacturing companies, there have been 
other developments in this industry which 
are not so favorable and they must be 
considered of prime importance. 

The underlying feature of the acces- 
sory industry is steadily increasing com- 
petition. In making a study of the auto- 
mobile accessory stocks, therefore, the 
questicn of competition must be given 
great weight and stocks of companies not 
in the best position to withstand compe- 
tition should be avoided. 

As a matter of fact, automobile acces- 
sory companies themselves are largely to 
blame for the increased competition with 


which they are now forced to contend. 
The policy of a large number of these 
companies has been to obtain the greatest 
margin of profit on their products that 
the market would stand. In many ways, 
this has proven to be a_ short-sighted 
policy. While it has indeed resulted in 
larger temporary earnings, the unusual 
margin of profit in this field, together 
with the heavy demand, naturally has in- 
duced many new companies to break into 
the industry. In addition, large automo- 
bile manufacturers were brought to the 
realization that it would pay them to 
manufacture automobile accessories them- 
selves rather than pay the high prices 
demanded by accessory manufacturers. 
Consequently, many profitable contracts 
formerly held by the accessory companies 
are things of the past. 

Stewart Warner is a good example of 
the unfavorable conditions now operating 


in the automobile accessory sit- 

uation. Up to very recently this 

company’s speedometer was stand 

ard equipment for a large per 
centage of the cars manufactured 
Such, however, can hardly be said to b 
the case at the present time. Genera: 
Motors, for example, is now manufactur 
ing its own speedometers and Stewar 
Warner has lost a good deal of busines: 
from this source alone. Other companies 
entering the speedometer field have de 
velopcd great competition and have thu 
brought about a lowering of the margii 
of profit on this article. Obviously, whe: 
such a condition exists, previous larg: 
earnings are not a good indication of th 
earning power of the company in the fu 
ture. 

In the case of some automobile acces 
sory companies, it is unusually difficul: 
to arrive at a sound conclusion in regar: 
to the possibilities of the stocks, as ther 
are very important factors in the situa 
tion that the outsider has no means o 
weighing. A company may be dependin 
on one large contract for the greater per 
centage of its profit and, if anythin 
should happen to this particular contract 
the entire outlook for the company’s bus 
iness might change. As there is no wa 
of forecasting such a development, th 
best policy is to avoid securities of com 
panies of this type. Kelsey Wheel, f 
example, has an excellent earning record 
and is in very strong financial conditio: 
but a very considerable percentage of it 
business consists of making wheels for 
the Ford Motor Company. Earning 
might be seriously reduced should Fort 
decide to manufacture his own wheels. 


Unquestionably, the most important 
consideration in selecting an automobil 








Capitalization 
Bonds Pid. Common 


Fisher Body... .$17,5 600,000 


100,000 
1,200,192 


Ma-:tin Parry... 
Timken Rol'r B. 


Ke'sey Wheel.. 100,000 


Hayes Wheel... 1,232 197,044 


Stewart Warner 474,980 


Stromberg Carb. 75,000 





Spicer Mfg 3,000 313,750 


Am. Bosch Mag. 2,875 wate 96,000 


In order of preference based on prospects for appreciation. 


(000 Omitted) (No. of Sh’s) 
t8 tol 


* Ratio of current assets to current liabilities. 


HOW THE AUTOMOBILE ACCESSORY STOCKS COMPARE 


Purchase not advised until general 


market conditions improve. 
Price Range 
$ Ear’d per Share 1923 Recent 
*Ratio 1922 1923 High Low Price 


711.93 132.78 212% 140 180 


2% tol 4.02 6.53 37% 26 35 
6y, tol 6.20 6.75 45 33% 36 


10 tol 15.38 1495 117% 75 76 


3 tol 5.79 6.61 44 31 35 


4% tol 11.24 1417 124% 74 


5% tol 11.62 04% 59% 


2% tol 2.66 27% 11% 


2% tol . 1.55 60 22% 
t Year erded April 30. 


REMARKS 


Yield 
Obtains practically all General 
5.5% a business on cost plus 17'/2% 
s. 


11.4% Dominent in commercial body field. 


8.3%, { Good management and very strong 
2/0) financial condition. 


Good earnings record, strong finan- 
7.9% { elal condition. ht 


Well managed company, but earn- 
8.6% } ings sensitive te conditions In 
automobile Industry. 


Competition increasing. Manufac- 
turers making most of their own 
accessories. 


Largely dependent on contracts with 
13.3% } manufacturers; an uncertain propo- 
sition. 





17.2% 


{ Operates on small margin of profit; 
earnings unimpressive. 


; Suit by former owners an uncertain 
factor. 
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ssory stock is the outlook of 
company for its future busi- 
s. While in many cases it is 
ossible to determine this fac- 
with any degree of accuracy, it can 
fairly well gauged in the case of a few 
panies and these are the ones to be 
red. 
‘ther important factors to be taken 
) consideration are: financial condition, 
bre of the management, demonstrated 
ing power, capitalization, and, of 
rse, the price level of the security. 
isher Body Company is an outstand- 
example of an automobile accessory 
pany that apparently is assured a 
large volume of business in the fu- 
The public’s taste has turned very 
ngly in the past few years to the 
ed car and the body business has con- 
rently been on a rapidly ascending 
e. Fisher Body is the largest and 
ngest company in this line and up to 
present time has been offered far 
e business than it has had the facili- 
to handle. Fisher Body is controlled 
General Motors through ownership of 
majority of the stock and has a con- 
under which the latter agrees to 
hase substantially all of the automo- 
bodies, both open and closed, which 
quires. This contract is on a basis 
yst plus 17.6 per cent. 
is provided in the contract that if 
1 price substantially exceeds the gene- 


he making of steel is one of the most fascinating and spectacular of all industrial processes. 


ow steel is poured into molds from the steel ladles. 


career ey) UG: 
=O) ¢ 


PRINCIPLES OF SELECTING 
INDUSTRIAL STOCKS 


aod 


ral average market price of similar grade 
bodies manufactured by others, General 
Motors has the right to place orders else- 
where. In view of Fisher Body’s modern 
plants and large output, it is obviously 
in a position to hold its own, as regards 
prices, with any other company in this 
field, and the General Motors business 
can thus be regarded as definitely assured. 
This alone should be sufficient to enable 
Fisher Body to continue to show very 
handsome profits. 

Another company whose future busi- 
ness appears to be very well protected is 
Martin Parry. This company manufac- 
tures standardized commercial automobile 
bodies and was the first company to bring 
out an engineered line of commercial 
bodies built sectionally, which materially 
reduced manufacturing and _ transporta- 
tion costs. As the output of the com- 
pany’s plant increased, greater operating 
efficiency was obtained and the Martin 
Parry management adopted the policy of 
giving to its customers the benefit of 
these reduced costs. While this policy 
prevented the company’s immediate re- 
turns from showing unusually large in- 
creases, it has nevertheless built up the 
good-will of customers and discouraged 
competition. Martin Parry has main- 





tained a dominant position in its 
field and should continue to re- 
ceive a comparatively vol- 
ume of business. 

Timken Roller Bearing is a good illus- 
tration of the importance of considering 
the financial structure of a company. 
Timken is the largest manufacturer of 
anti-friction bearings for vehicles of all 
kinds. While it is not entirely dependent 
on the automobile industry for its busi- 
ness, nevertheless this constitutes a very 
large percentage of the total business, and 
any falling off in the automobile industry 
will be reflected in a lower volume of 
business. 

The balance sheet of Timken, however, 
clearly indicates that the company is in 
excellent shape to pass through a period 
of temporarily low earnings. As of De- 
cember 31, 1923, there was on hand nearly 
7 millions cash and marketable securities, 
equivalent to two years’ dividends on the 
stock at the present rate of $3 per share. 
As the company is entirely free of funded 
debt, and bank loans, it is in a position 
to draw on this reserve to continue divi- 
dend payments should earnings fall off. 
Timken occupies a very strong position in 
its industry and under normal conditions 
is able to earn the present dividend with 
a substantial margin. In view of the 
present unfavorable outlook for the auto- 
mobile industry, however, there is con- 
siderable doubt as to Timken’s earnings 


large 


This picture shows 


Lat er the molten steel hardens into the rough ingot from which 


after many different steps the finished steel is manufactured 
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this year. Nevertheless, the large 
cash reserve that the company has 
built up in prosperous periods 
should sustain the dividend. 

The price level of a stock must be 
considered in connection with other 
factors. Spicer Manufacturing common 
stock is now selling at record low levels 
despite the fact that earnings for 1923, 
showed considerable improvement over 
the preceding year. Even at these low 
levels, however, the stock has not a great 
deal to recommend it. Although gross 
business in 1923 was 12.6 millions as 
against less than 5 millions in 1921, the 
balance available for the common stock 
in 1923 was not particularly impressive, 
indicating that the company’s margin of 
profit is small. With a period of slow 
business ahead it is questionable whether 
the company will show earnings sufficient 
to justify higher prices for the stock. At 
the close of 1923, the company had bank 
loans of 1.3 million, and $600,000 funded 
debt falls due next Fall. Dividends on 
the common stock under these circum- 
stances are unlikely for a long time to 
come. 

The automobile accessory group of 
stocks is subject to very wide swings in 
the market and careful investigation plus 
good judgment in deciding on the buying 
and selling points may result in substan- 
tial rewards. While there has been a 
very important decline from the high 


PRINCIPLES OF SELECTING 
INDUSTRIAL STOCKS 


levels reached last year, the present is not 
an opportune time to make commitments 
in this group. Automobile companies are 
now curtailing production and the out- 
look is for a smaller demand for cars 
due to the general decline in business. 
This, of course, will result in a decrease 
in the demand for automobile accessories. 

While some of the accessory stocks 
appear attractive from the long pull view- 
point at present levels the opportunity in 
all probability will be presented to acquire 
these stocks at still more advantageous 
prices. Fisher Body stock which, in the 
opinion of the writer, is the most attrac- 
tive of this group, has at times a very 
thin market and under unfavorable con- 
ditions may be subject to a sharp break 
due to forced selling. This is a stock 
worth picking up after a severe break in 
the market. 

The very high yield of such stocks as 
Stewart Warner and Stromberg Carbure- 
tor should not influence purchases. Earn- 
ings of these companies over a period of 
years indicate very clearly that the pres- 
ent dividend rates are justified only in 
periods of unusual prosperity. The pres- 
ent market price in all probability is re- 
flecting an early reduction of these divi- 
dends. 








4. How to Select Rail Equipment 
Stocks 








HERE are three main divisions in the 

rail equipment industry, and in an 
analysis of the rail equipment stocks, each 
of these divisions should be considered 
separately. The business of the locomo- 
tive builders, car builders, and the parts 
manufacturers are so dissimilar that any 
other method of comparing the operations 
of various companies would be mislead- 
ing. 

Before taking up each group in detail, 
it is interesting to note the characteris- 
tics of the industry as a whole. The pros- 
perity of all railway equipment companies 
is bound indissolubly with that of the 
railroads. When the carriers are both 
financially able to buy new and repair old 
equipment, and the freight movement is 
increasing in volume, then nearly all 
equipment companies do a substantial bus- 
iness. This is the situation that existed 
during the past year. Not only did the 
number of new cars and locomotives 
ordered by the roads reach unusually 
large proportions, but the percentage of 
unserviceable rolling stock was also 
brought down to a low figure, which of 
course necessitated the buying of parts. 
The result was that large profits were 
made by nearly every company in each 
division of the equipment industry. 
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As a review of past events would indi- 
cate, however, the three different groups 
do not always enjoy the same relative de- 
gree of prosperity. For instance, so far 
this year there has been a marked de- 
crease in the freight movement and the 
carriers have cut down their buying of 
new equipment to quite some extent. In 
fact, the latest reports of idle freight 
cars and locomotives reveal the fact that 
surplus equipment is now in excess of 
the amount purchased during the entire 
past year. 

While new equipment buying is likely 
to be greatly curtailed until industrial 
activity increases and creates a better de- 
mand for transportation, the carriers will 
no doubt maintain their rolling stock in 
good condition since their finances are 
strong enough to provide for normal 
maintenance expenditures. Thus, parts 
manufacturers should have less to fear 
in the way of curtailed operations, than 
either the locomotive builders or car 
builders, although even their prospects 
cannot be considered as satisfactory at 
the present time. 

The long-term prospects for the indus- 
try, however, are not unfavorable as the 
manufacture of rail equipment is an 
essential business and a revival of pros- 


perity may be expected sooner or 

later. There is nothing funda- 

mentally wrong with the equip 

ment industry such as over- 
expansion of productive capacity. The 
railroads are in a better position today 
than they have been in a number of years. 
Their equipment needs will ultimately in- 
crease and domestic manufacturers wil! 
fill them. Foreign competition has never 
been a factor in this industry, and im- 
provement in world conditions will, in 
fact, be a definite advantage as orders 
from abroad will no doubt increase in 
volume. 


The Locomotive Builders 


In analyzing the common stocks of the 
equipment companies engaged in building 
locomotives the most important factor to 
be considered is comparative cost of do- 
ing business. Each organization publishes 
its sales figures and operating income, so 
operating ratio can be calculated from 
year to year. This will give a very good 
idea of the relative efficiency of manage- 
ments and will also show which company 
has the most favored position in this 
branch of the industry. 

For the year 1923 it will be found that 
the American Locomotive Company did 
a gross business of 90.1 millions and that 
operating expenses, including deprecia- 
tion, amounted to 75.8 millions or but 
84.1% of gross. The Baldwin Locomo- 
tive Works reported total sales at 102.7 
million dollars and operating expenses, in- 
cluding depreciation, came to 93.1 mil- 
lions, giving an operating ratio of 90.6%. 
Compared with these two figures, the 
Lima Locomotive Works made a com- 
paratively fair showing with an operating 
ratio of 86.6% resulting from expenses 
of 17.4 millions against sales of 20.2 mil- 
lion dollars. 

The above comparison shows very 
clearly that American Locomotive enjoys 
many advantages over its competitors in 
the way of costs, and this advantage is 
something more than temporary. The 
company is able to do business on a lower 
cost basis which, coupled with the fact 
that annual increase in sales has been sat- 
isfactory, makes its common stock the 
most attractive of the three in this group 
provided all other things are equal. 

In making further comparisons the 
prospective investor finds that it is a 
characteristic of the locomotive com- 
panies to avoid a large funded debt and 
maintain a high working capital ratio 
which is usually about 5 to 1. The Amer- 
ican Locomotive Company, at the close 
of last year, had the highest working 
capital ratio and, what is more, had the 
largest amount of net working capital in 
proportion to capitalization. As can be 
seen from the accompanying table, funded 
debt was small. The Lima Locomotive 
not only maintains a strong financial po- 
sition but has a very strong capital struc- 
ture with neither funded debt nor pre- 
ferred stock liabilities. 

Then comes the question of earnings. 
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to the changes in the amount 
common stock outstanding dur- 

the past few years, care must 
taken that allowance is made 
changes in capital structure in com- 
ng earnings per share. Since the 
erican Locomotive Company split 
stock up on the basis of two shares 
one, past earnings on the issue should 
figured on the basis of the present 


umber of shares outstanding. As Lima 


omotive used its additional common 
k to retire funded debt and preferred 
k, earnings per share should be fig- 


red on the capital structure at the close 


ach year. There has been no change 
saldwin’s capital structure for a num- 


r of years. 
\Vhile the accompanying table of earn- 


would appear to show up favorably 
Baldwin, it should be noted that this 


company was able to maintain its carn- 


at high figures during 1921 and 1922 
by accepting foreign business on a 
-term credit basis, and that this does 
in any way reflect a greater earning 
er. Although Lima and American 
omotive reported small earnings for 
e two years, it is possible that their 
e conservative policy in regard to for- 
business was the wisest course to 


wwsue. In comparing the earning power 
f the three companies it is more prac- 
cal to use 1920 and 1923 as a basis of 
comparison without laying much stress 


results for the two intervening years. 


The Car Builders 


is much more difficult to compare 
stocks of the companies in this group 
to the fact that several organizations 
a somewhat diversified business and 


their earnings do not fluctuate in similar 
cycles. Furthermore, their capital struc- 
tures and financial positions are in no 
way similar. As the accompanying table 
shows, the Union Tank Car Co. has a 
fairly large funded debt and its net work- 
ing capital is unusually small, and still 
the company may be said to be in a fa- 
vorable position as regards both of these 
factors. The explanation of this is, that 
Union Tank Car’s business is not exactly 
that of a car builder in the usual sense 
of the phrase. The cars that it builds, or 
assembles, are leased for the transporta- 
tion of petroleum rather than sold to the 
railroad companies. Thus its earnings 
fluctuate with the volume of petroleum 


transported rather than the volume 

of orders for new equipment placed 

by the carriers. As is has no need 

for large inventories, working capi- 
tal requirements are negligible. 

While the Pullman Company builds 
cars at its plants which were acquired 
from the Haskell & Barker Car Co. in 
1921 and at the Pullman Car Works, it 
is also engaged in the operation of sleep- 
ing cars. The greater part of its revenue 
comes from this latter source which 
makes for a rather stable earning power. 
In considering the stock of this company 
weight should be given to the fact it has 
a good degree of investment merit due 
to strong capital structure and financial 
condition as well as a favorable record 
of earnings over a long period of years. 
The same is true of the common stock 
of the American Car & Foundry Co. to 








Name of Company 
Locomotive Builders 
American Locomotive Co 
Lima Locomotive Works, Inc 
Baldwin Locomotive Works 


Car Builders 


Union Tank Car Co....... 
American Car & Foundry Co.... 
Pullman Company 

Pressed Steel 

General American Tank Car Corp.... 


Parts Manufacturers 


Railway Steel-Spring Co.......sse+e+ 
Westinghouse Air Brake Co. 

Amer. Brake Shoe & Foundry Co.... 
American Steel Foundries 

New York Air Brake Co 




















II.—Comparison of Rail Equipment Common Stocks 


In order of preference, based on prospects for appreciation. Purchase not advised until market 
conditions improve. 


Company 
Locomotive Builders 
Lima Locomotive Works, 
American Locomotive Co 
Baldwin Locomotive Works 


Car Builders 
Union Tank Car Co. 
American Car & Foundry Co 
Pullman Company 
Pressed Steel Car Co.......----+0+> 
General American Tank Car Corp.... 


Parts Manufacturers 
Railway Steel-Spring Co. 
Westinghouse Air Brake Co 
Amer. Brake Shoe & Foundry Co.... 
Amer. Steel Foundries 
New York Air Brake Co 


d Deficit. 


Note: The earnings per share given above have been calculated on the basis of present capitalization in all cases where the number 
ding has been increased during the past four years through stock dividends or split-up. 
been issued for cash, earnings are calculated on the stock outstanding at the end of each year. 





shares 


of 


Earnings in $ per share on common stock 
1920 1921 1922 1923 
10.10 10.70 0.20 11.20 
10.70 6.60 2.20 21.20 
15.10 18.20 19.00 25.60 


17.80 
14.10 
13.00 
9.50 
8.40 


10.20 
11.20 
9.30 
3.40 
2.70 


4.50 
1.20 
4.40 
40.40 
44.30 


I.—How the Rail Equipment Companies Compare 


Outst’d’g Funded Pfd. 
Capitalizat'n Debt 
(In Mil’ns) 


Com. Working 
Stock Stock Capital | 
(In % of capitalization) (In Mil'ns) 

4 48 48 $46.4 

0 0 100 63 
20 40 40 43.3 


50 1.6 
50 36.6 
100 42.9 
40 12.9 
35 9.3 


50 5.8 
100 

45 8.8 

28 

58 7.2 








Yield 
at Mkt. 
6.7% 
8.4% 
6.5% 


Average Cur. An'l Recent Price 
Earnings Div. Rate of Stock 
$8.50 $4 $59 
9.70 6 71 
19.50 7 107 


5.0% 
7.6% 
6.7% 
8.3% 
7.5% 


12.70 ill 
8.90 89 
9.90 80 
4.20 34 
2.10 40 


7.2% 
6.7% 
6.2% 
8.8% 
10.0% 


Where additional stock has 
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a certain extent, aithough its record of 
earnings before the war was not nearly 
so satisfactory as that of post-war years. 
On the whole, it may be said that in 
choosing a security from among. this 
group, one should keep in mind the de- 
gree of speculative risk that must be 
assumed and the trend of earnings of 
each particular company, rather than of 
this branch of the industry as a unit. The 
- relative strength of the company’s present 
finances should be decided on the basis 
of a comparison with financial condition 
in previous years, rather than on a com- 
parison made between different com- 
panies. Average annual earnings figured 
in per cent of present market price of 
the stock will give a fair idea of rela- 
tive earning power. Present return on 
dividend paid is of secondary importance. 
For instance, the common stock of the 
Union Tank Car Co. is selling to yield 
but 5% at this time, yet the outlook for 
the company is more favorable than for 
any other company in the group and earn- 
ings show an increasing trend. Average 
net for the past four years is equivalent 
to more than 14% on the stock or prac- 
tically three times the amount of present 
annual disbursements. The low dividend 
rate reflects the conservative policy of 
the management and the recent need for 
the acquisition of additional tank cars. 


The 


The most striking fact that comes to 
light in making an analysis of the opera- 
tions of parts manufacturers is an almost 
entire absence of funded debt, which is 
due to recent large earnings having pro- 
vided a means for retiring bond issues 
and the advisability of small fixed charges 
in this branch of the industry. There- 
fore too much weight should not be given 
to a company’s capital structure consist- 
ing entirely of stock issues. A compari- 
son of net working capital figures and 
working capital ratios offers the best 
means of comparing financial conditions 
of the different organizations. 

Both American Steel Foundries and 
Westinghouse Air Brake have a large 
proportion of net working capital to total 
capitaliaztion as can be seen from the 
tabla Their past records are also very 
satisfactory. In the case of American 
Steel Foundries, however, other factors 
offset these favorable points and reduce 
the attractiveness of its stock issue. For 
one thing, the company has paid a num- 
ber of stock dividends during the past 
few years and the increased amount of 
stock outstanding has decreased earning 
power per share. At the same time, the 
dividend rate has been held at $3 per 
share annually and, while last year’s earn- 
ings were three times dividend require- 
ments, average earnings for the past four 
years came to but $4.20 a share. Thus 
a continuation of the present depression 
in the industry might necessitate a re- 
duction in disbursements. 

While Railway Steel-Spring shows a 
relatively small proportion of working 
capital to capitalization, there is an item 
of stocks, bonds and investment carried 
in its balance sheet which is not officially 


(Please turn to page 139) 


“Parts” Manufacturers 
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Preferred Stocks 


well, disregarding the liquidation in 

the common-share market. Among 
the high-grade issues, Allied Chemical & 
Dye and Sears, Roebuck & Company pre- 
ferred advanced to a 6% basis, in spite 
of the downward trend in common stocks 
of these companies. United States Realty 
& Improvement preferred also gained two 
points. In the middle-grade division, 
owing to the bearish reports on the silk 
industry and the thin market for the 
stock, a few sales caused a considerable 


oa une stocks continue to hold 


break in the price of Kayser & Company ~ 


preferred to 82, but on the next trans- 


action 100 shares. sold at 88, showing ; 
recovery of the entire loss. 

Railroad shares were distinctly firm 
Pere Mafquette and Colorado 4 
Southern first preferred each gained tw 
points. 

As pointed out in previous issues, ther 
are a number of opportunities in pre 
ferred stocks that are well sustained b 
equities and earning power and that ar 
selling at prices inviting investors wh 
desire a larger income than offered b 
bonds and who do not care to pay the re 
quired price for mortgage protection. 
number of such issues are listed below. 








Named. 


INDUSTRIALS: 
American Ice Company 
United States Realty & ~ ~egpeseeend t Co. 
General Motors Corp. deb. 
American Woolen Co. 
Ciuett-Peabody & Co.. 
Loose-Wiles Biscuit Co. ist. 
American Can Co. 
Allied Chemical & Dye 
Baldwin Locomotive 
Endicott-Johnson Corp. 
Sears-Roebuck & Co 


PUBLIC UTILITIES: 
North American Co ee 
Philadelphia Company...... woccccceece 
RAILROADS: 


New York, Chicago & St. Louis.. 
Chesapeake & Ohio conv 


an 


Corp 
orks.... 


PEELED EE OL O 


. 
. . 2 . 
LOE LOL 


INDUSTRIALS: 
Mack Trucks, Inc., Ist 
Bush Terminal Buildings Co 
Coca-Cola Co, 
American Sugar Refining Co 
Brown Shoe 
Bethlehem Steel Corp. conv. 
Cuban-American Sugar Co.. 
California Petroleum partic. pfd 
J. Kayser & C 
American Smelting & Ref. Co... 
American Steel Foundries 
Gimbel Brothers, Inc. 
U. S.‘ Industrial Alcohol Co.. 
Armour & Co., of Del 
Allis-Chalmers Mfg. Co 
Associated Dry Goods Co. Ist 
Genl. American Tank Car Co 
Natl. Cloak & Suit Co........... ececes 
PUBLIC UTILITIES: 
Amer. W. Wks. & Elec. Corp. Ist..... 
Metropolitan Edison .......+ss+:. eccce 
Public Service of N. J..ccccccccccccces 
RAILROADS: 
Baltimore & Ohio ‘ 
Bangor & Aroostook........ 
Colorado & Southern 1 
Pittsburgh & W. Va 


. . 
QL LOLOL LL Om 


PELE KON N ON OH OOOOH 


Oe 
Tesceneeecnec Cee tT See Se 
POs £ 6-28 62 6 & . 


ana ~~ 


PPP 


INDUSTRIALS: 
Famous Players-Lasky Corp 
Pure Oil Co. conv. pid 
American Beet Sugar Co.... 
National Department Stores. . 
Fisher Body Corp. of Ohi 
Austin, Nichols & Co 


Orpheum Circuit 


PUBLIC UTILITIES: 
Amer. Water Wks. & Elec. 2d pfd 


RAILROADS: 
Pere Marquette .......s.e06 ecccccece 
St. Louis Southwestern.........e+- 
Kansas City Southern 
Southern Railway ........-. ° 


(c.) Cumulative. (n.c.) Non-cumulative 
(w) Average for last two years. 

(x) Average for last three years, 

(y) Average for last four years. 

( 


z) Stock was issued this year. 
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Sound Investments 


Middle- Grade Investments 


Semi- Seemtiaties Investments 


Worthington Pump & Mfg. “A”.......(¢.).«. 
eleJoce 


(c.).0. 


S:: 


PREFERRED STOCK GUIDE 
(LISTED IN ORDER OF PREFERENCE) 


These Stocks Are Selected as Offering Best Opportunities in Their Respective Classes, 
Taking Into Consideration Assets, Earnings and Financial Condition of the Companies 


tDivid a 
Times 
Earned 


rox. 


Div. Rate Agee. A - 
~ 


$ Per Share rice 
79% 
10342 
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76% 
944 
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76 
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* Based on average earnings during past sia 


years. 
t Average number times earned last five 
years. 
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Importance of Following the Trend 


N choosing subjects for discussion, 
we like to be guided to a considerable 
extent by requests that come from 
students who desire further light on 
in phases of speculation or invest- 
mot. You may be sure that many of 
th se requests indicate that the student 
sh uld devote considerable time and study 
to his subject before he begins to risk 
re | money in the market. Here are some 
the questions we have received in re- 

{ correspondence: 


1. Will you please describe all the 

stems you know of that are designed 
beat the market, for knowledge of 

e defects of some systems might be 
means of saving someone from 

sing money? 

2. Will you please describe a “trend 

iart,” and explain how it should be 

terpreted ? 

3. In what way does a record of 

pening and closing prices help to de- 

rmine the trend? 

4. What good does it do to know 

hich came first, high or low? 


tudents who have had considerable 
experience will appreciate that question 
No. 1 is a large order, for there are thou- 
sands of “systems,” and the chief defect 
common to all of them is that they do 
not work, or perhaps we should say that 
tl are almost sure to show a net loss 

lowed long enough, for they are not 


—With or Without Charts— 


adapted to the purpose for which they 
are designed. 

No “system” can supply judgment and 
experience, and both of these qualities 
are needed in successful trading and in- 
vesting. Furthermore, no real _ trader 
likes the word “system,” or will admit 
that he has any use for one. He may ob- 
serve certain well-established principles, 
or he may have devised certain methods 
of procedure in his operations, but he 
begs to be excused when it comes to the 
use of a “system.” In this connection we 
refer the reader to an article entitled 
“Can You Beat the Market By a Sys- 
tem?” which appeared in THE MAGAZINE 
oF Watt Srreet for January 19, 1924, 
which points out the futility of attempt- 
ing to reduce to a system the results of 
thoughts in the minds of men. 


The Trend 


Question No. 2 brings up the very im- 
portant subject of trend, a knowledge of 
which is all-important in successful trad- 
ing. Some traders like to say that they 
do not use charts in determining the 
trend of the market, and they even refer 
to “chart fiends” more or less contemptu- 
ously. There is a kind of fallacy in 
this position, for the ordinary chart is 
simply a graphic record of a price move- 
ment or other significant figure, and nat- 
urally it is all past history. However, if 
the information recorded is significant, it 


must be kept available either in the 
memory or on paper, and if it is kept on 
paper, the memory is relieved of a cer- 
tain effort which represents energy that 
can be devoted to some other useful pur- 
pose, thereby increasing efficiency. 

There are many kinds of trend charts. 
The trader who keeps such records de- 
signs them to suit his taste and conve- 
nience. The accompanying illustration 
shows one form of trend chart which is 
sometimes referred to as a line chart, or 
vertical line chart. The horizontal scale 
indicates the time element. The vertical 
scale shows the price in dollars a share. 
In this particular case, the vertical lines 
indicate the range of the average price 
of several oil stocks. The short hori- 
zontal mark on each vertical line shows 
the level of the closing average price for 
the day. The same kind of chart could 
be made for a single stock, or for the 
average of 50 or 100 stocks. It is simply 
a historical record. What does it indi- 
cate? It shows that from January 31 to 
March 6, the average price of the stocks 
involved advanced from about 61 to above 
68, and then declined to below 57. It 
shows more than this. Suppose the chart 
was completed up to and including March 
22. The significant facts recorded are 
that the average price of these stocks, 
after making the high price on March 6, 
failed to reach this price on March 15, 

(Please turn to page 157) 
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Picking Bargains Among 
Railroad Preferreds 


Why They Should Be Included in an Investment Plan 


HE average investor of today is not 
buying railroad preferred stocks! 
This conclusion is based on the 
analysis of the security holdings of a 
representative number of individuals, and 
the analysis shows that, with few excep- 
tions, every holder of a rail preferred 
with a total capital of less than fifty 
thousand dollars made his purchase from 
three to ten years ago. In other words, 
the recent buyers of this type of secu- 
rity were practically all investors of large 
means, requiring an unusual degree of 
diversification and perhaps (who knows?) 
having greater confidence in the future 
prosperity of the carriers. 


Not Many New Issues 


There are several rather obvious rea- 
sons, however, why small investors have 
not been buying railroad pre- 


7 
During ‘this time the railroad preferred 
market has been developing into a rich 
man’s playground. 

Now, when one pauses to consider in- 
vestment matters as they are and as they 
are likely to be in the near future, it be- 
comes increasingly evident that the rail 
preferreds have as promising an outlook 
as any one group. The carriers have 
emerged from a long period of hard times 
and are now in an improved condition. 
They have, on the whole, conserved their 
earnings of the past two years and have 
thus been able to strengthen their 
finances. Their next concern will be to 
strengthen their capital structures which 
can only be accomplished by the retire- 
ment of bonds, the issuance of additional 
common stock, or both. In either case, 
the equity of the preferred stockholders 


realize just why the average security 
buyer of limited means has abandoned 
hope of making a favorable purchase in 
this group. At the very outset, he dis- 
covers that the market has actually be- 
come so limited that there are now but 
four well-known railroad preferred stocks 
that can be placed in the gilt-edged in- 
vestment class. 

First, he considers the 5% non-cumula- 
tive stock of the Atchison, Topeka & 
Santa Fe Railroad. The dividend record 
of the issue has been unbroken for more 
than twenty-three years and _ earnings 
have been many times in excess of re- 
quirements. But, alas, the yield! At a 
price of 95 to return 5.60%, is it any 
wonder that the stock is a rich man’s fa- 
vorite? “Why buy this security,” the 
small investor argues, “when the pre- 

ferred stock of the North 





ferred stocks. For one thing, 
how many new issues have re- 
cently been placed on the mar- 
ket? Not many, to be sure, 
and after all it is the new 
offerings, the securities that 
are advertised and talked 
about, that usually find their 
way into the small investors’ 
strong boxes. The market for 
railroad preferred stocks has 
not been very well advertised 
of late and, while no actual 
count has been made, it is 
probable that at the present 
time there is no greater num- 
ber of issues in this group 





FOr some time the preferred stock issues 
of the railroads have been comparatively 
neglected. For no particularly good reason, 
small investors have ignored a field where a 
number of excellent investment opportuni- 
ties could be found. This article describes 
the underlying factors that have governed 
the market and undertakes to make specific 
recommendations to those who desire diversi- 
fication in their investment lists. 


American Co., a gilt-edged se- 
curity in the public utility 
group, can be purchased on a 
6.7% basis and when, to all in- 
tents and purposes, one is just 
as well secured as the other?” 

The same remarks may be 
made concerning the other 
three gilt-edged issues in the 
rail preferred group. While 
each is exceptionally well se- 
cured, has a long record of un- 
broken dividend payments and 
is an investment of real merit, 
the question of yield cannot be 
entirely ignored. It is hardly 
fair to recommend to the pos- 








enjoying an active market than 
there was ten years ago. 

The truth is that the financial condi- 
tion of the great majority of roads and 
their earnings during recent years has not 
been such as would allow the issuance of 
preferred stock issues, that is, with any 
reasonable possibility of their being taken 
by the public, and because of these cir- 
cumstances there has been no growth or 
expansion in the railroad preferred mar- 
ket. As a result, the constantly increas- 
ing demand for investments yielding a 
fairly large return has been supplied from 
other sources. 

The period of industrial prosperity that 
followed the war made it possible for 
many industrial companies to do their 
new financing by means of preferred 
stock. The more recent prosperity of 
the utilities has produced a veritable flood 
of public utility preferred stock issues. 
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will be increased, thus improving the in- 
vestment position of their holdings. 

Of course, there is a probability that 
additional issues of preferred stock will 
be marketed when conditions permit, and 
investors should remember that in order 
to do this, active support will have to be 
given to the entire group in order that a 
sufficient demand can be created to ab- 
sorb the new offerings. While the proba- 
bility of smaller earnings for the current 
year, as compared with those of 1923, are 
likely to have a marked effect on many 
of the speculative issues, those of sound 
value should reflect an increasing invest- 
ment demand. 


Picking the Bargains 


Not until he has diligently combed the 
list for good rail preferreds yielding a 
fair return does the prospective investor 


sessor of less than fifty thou- 
sand dollars that he place even a small part 
of his funds in these issues, as his average 
return would be reduced by such an in- 
vestment, rather than increased as is ordi- 
narily expected to bé the case. 

In other words, an investor with a to- 
tal capital of approximately fifty thou- 
sand dollars or less, should endeavor to 
secure a return of at least 6% on his 
money, and in order to do this, he must 
have bonds yielding more than 5.5% and 
preferred stocks returning 6.5% or even 
more. Under these circumstances it is 
not surprising that the holders of these 
four securities are for the most part 
either institutions or investors of large 
means. To digress for a moment, it may 
be said that the desire of institutions and 
large investors to diversify their holdings, 
and yet their unwillingness in many cases 
to accept medium-grade securities, has 
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done much toward placing the gilt-edged 
rail preferreds on an unattractive yield 
basis from the standpoint of the small 
security buyer. The available supply has 
not been sufficiently large to go around 
yithout creating a sellers’ market. 


Sound Preferred Issues 


There are a number of railroad pre- 
ferred stocks that can be classed as 
sound investments, however, which do 

fer a fair return, but because of the cir- 

mstances previously mentioned, are 
ther generally overlooked. That is, the 

-k of publicity which they have received 

d the uncertainties existing in the 

airs of many railroad companies during 

e last few years have held them at com- 
aratively low price levels. The reader 

iy verify this by examining the accom- 

nying list. 

Of the nine securities classed as sound 
investments, all but two offer a return 

7% or better and the two exceptions 
th yield in excess of 6% on the invest- 
nt. Furthermore, the majority of these 

issues are attractive at the present time 
consideration of every factor that 
should be taken into account. An out- 


standing example is the preferred stock 


of the Chesapeake & Ohio Railway Co. 
on which dividends have been earned at 
the rate of 7.7 times annually in the past 
three years with a progressive increase. 
Were it not for the fact that this security 
was only recently sold to the public and 
thus not in the seasoned class, it might 
easily find a place among the gilt-edge 
group. In addition to the current return 
of 6.3%, there is a conversion privilege 
(share for share into the common) which 
may very likely be of value in the future. 


Position in Investment Plan 


Should higher return be desired, there 
are several other issues, also attractive 
but not quite so well secured, which can 
unhesitatingly be recommended from the 
investment standpoint. These are the pre- 
ferred stocks of the Baltimore & Ohio, 
New York, Chicago & St. Louis, and 
Southern Railway Co. They each return 
above 7% and are reasonbaly safe against 
a protracted period of depression even 
though prices might temporarily reflect 
a drop in earnings. 

The Bangor & Aroostook 7% cumula- 
tive preferred also has very good invest- 
ment merits, but the company’s propor- 
tion of funded debt to total capitalization 


is very large, and a marked decrease in 
earnings would leave little in the way of 
dividends on the preferred. On the other 
hand, income has been remarkably stable 
over a long period of years and it is 
highly probable that the extra amount of 
risk assumed is more than offset by the 
higher return. 

One issue in this group should not be 
purchased without a full understanding 
of the existing situation. That is the 7% 
non-cumulative preferred of the Chicago 
& Northwestern. The earnings of this 
road, as is the case with practically all 
Northwestern carriers, have not been 
satisfactory during recent years, and 
although improvement appears in sight, 
the speculative element exists to no small 
degree. The issue is entitled to a fair 
rating, more because of its long unbroken 
dividend record, and apparently improv- 
ing outlook rather than present equity in 
earnings. The prospective investor should 
not be misled into believing he can obtain 
a bargain here, merely because present 
prices are so far below previous levels. 

The security buyer with an available 
capital of from ten to fifty thousand dol- 
lars might well include one or even two 

(Please turn to page 156) 











Security 
GILT EDGE 


($100 par) 


cum. ($100 par) 


SOUND INVESTMENTS 


($100 par) 


preferred ($100 par) 


($100 par) 


SPEC-VESTMENTS 
5% (100 par) 


(100 


(a) Paid since date of issue. 


Kansas th fiaan Ry. Co. 4% non-cum. pref. ($100 par).. 
St. Louis Southwestern Ry. Co. 5% non-cum pref. ($100 par) .. 
Western Pacific Railroad Corp. 6% non-cum. pf. ($100 par)... 


Dividend 
meewes 
No. of Ye 
Paid W ithout 
Interruption 


Average 
Earnings*® 


Atchison, Topeka & Santa Fe Ry. Co. 5% non-cum. preferred 


23 


Norfolk & Western Railway Co. 4% adjustment preferred non- 


Reading Company 4% Ist preferred non-com. ($50 par) 
Union Pacific Railroad Co. 4% non-cum. preferred ($100 par) 


Baltimore & Ohio Railroad Co. 4% non-cum. pref. ($100 par) . . 
Bangor & Aroostook Railroad Co. 7% cum. pref. ($100 par)... 


Chesapeake & Ohio Railway Co. 644% cum. and conv. preferred 
Chicago & Northwestern Ry. Co. 7% non-cum. paeaipeting 


Colorado & Southern Ry. Co. Ist pref. 4% non-cum. ($100 par) 
Pere Marquette Railway Co. prior pref. 5% cum. ($100 par).. 
Pittsburgh & West Virginia Ry. Co. 6% cum. pref. ($100 par) .. 
New York, Chicago & St. Louis R. R. Co. 6% cum. pref. 


Southern Railway Company 5% non-cum. pref. ($100 par).... 


Chicago, Rock Island & Pacific Ry. Co. 7% pref. cum. up to 


1.1 


Chicago, oo Paul, Minn. & Omaha Ry. 7% non-cum. pref. 


0.6 
2.3 
2.9 
1.1 


* Average number of times dividends have been earned for the past three years. 


7 Extreme high and low price for the past three years. 


A COMPARATIVE ANALYSIS OF RAILROAD PREFERREDS 


Recent 
Mkt. 
Price 


Price Ranget 
High Low 


95 75 


82 
56 
80 
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Bonds 


If in Doubt Buy Short-Term Bonds 


Short-Term Issues as a Temporary Means of Investment 


N a time of unsettlement in the securi- 
ties markets, such as the present, the 
experienced investor should turn to 
the short-term bond as a temporary means 
of investing his idle capital. He should 
either do this or place his funds in the 
bank, but the latter is not so desirable 
since the rate of interest derived from 
banked funds is generally too low. 
Short-term bonds of good quality, as 
a rule, combine several very desirable 
features. They are relatively non-fluctu- 
ating since their maturity dates are close 
at hand and, second, the rate of interest 
is above the ordinary money rate. At 
the present time, for example (see op- 
posite page), the yield on good short- 
term bonds varies from 5% to 6%. This 
is 14%4-2% in excess of the interest rate 
obtainable from bank funds and about 
1% in excess of that obtainable at the 
present time from high-grade long-term 
issues. 


Not Always Desirable 


The short-term bond is not always the 
most desirable form of investment. For 
example, at the end of a _ declining 
movement in long-term bonds, 


of the extreme liquidity of short-term 
issues, their comparatively good rates of 
interest may be enjoyed without sacri- 
ficing the marketability that is so desir- 
able for investors who are trying to make 
the most of their opportunities. 


For Very Short Periods 


Many investors find it essential to hold 
their funds intact for certain periods, 
generally from three to six months or 
more, and are at a loss to find an op- 
portunity to invest these funds at a good 
rate of interest without affecting the op- 
portunity to liquidate at full value. The 
short-term note is ideal for this purpose. 
Since their price is relatively so stable, 
the investor may buy these issues, hold 
them for several months or longer and 
sell without any but possibly the most 
trifling loss and some times even a slight 
gain. In the meantime, he has received 
the rate of interest which he desires and 
is at all times in a position to recover his 
cash and take advantage of any really 
striking opportunity in securities (or 
business) which may offer itself. 

The short-term note is in favor with 
large investors but is equally adapted to 


the needs of more moderately placed ir- 
vestors. Any one who has from a thou- 
sand dollars up and who has not yet 
made up his mind as to how to perm:- 
nently invest these funds, should use tl 

short-term field as a medium. 

On the other hand, with only few e> 
ceptions, it should be clear that the shor'- 
term bond may be a very expensive for: 
of investment if funds are placed the: 
for long periods. This is particular|, 
true in the case of investors who plac: 
their funds in short-term bonds and ig- 
nore the opportunities elsewhere which 
may occur at any time in a year’s perio 
Thus, where a short-term bond is hel 
in a period where prices of other secur 
ties are rising, it is obviously the wron; 
type of investment, in consideration < 
other opportunities that might be had. 


The Present Situation 

The situation at the present time is suc! 
that speculative securities as a group, ar 
not desirable, if profit is the considera 
tion. At the same time, bonds o 
high-grade, since their yield is low, ar 
unattractive though here and _ ther 
among medium-grade bonds and pre 
ferred stocks may be foun 





the yield on the latter will 
frequently be in excess of 
that offered by short-term ma- 
turities and, in addition, give 
an opportunity for price en- 
hancement not true of short- 
term issues. Thus, when money 
rates are high and bond values 
correspondingly low, the supe- 
rior type of investment is in 
long-term issues. Conversely, 
when money rates are low (as 
at present) and _ long-term 
bonds are quoted at high 
prices, the superior investment 
is in short-term issues. Thus, 
the short-term bond is ideally 
adapted as an investment for 
particular periods. 

The investor who has made 
a profit on a business transac- 
tion or in the securities mar- 
ket, and who desires to take 
his profit but is uncertain as 
to what to do next, might 
profitably consider short-term 
bonds for temporary invest- 
ment. Pending the time when 
he has made up his mind as 
to his next course of action, 
investment of his funds in 
high-grade short-term issues 
will ensure an adequate return 
on his capital during this wait- 
ing period. In consideration 





at different times. 


investment purposes. 
vestor do then? Put his money in the bank? 
Read this article and see why the short- 
term bond is a very useful means to an end 


[PFERENT securities should be bought 


tractive in periods of great booms in the 
market. There are times when neither long- 
term bonds or common stocks are suited to 
What shall the in- 


—under certain conditions. 


Securities that may 
be attractive in one period are unattractive 
in others. Long-term bonds should be bought 
when money rates are high and bond values 
low. They are, as a rule, not attractive when 
money rates are low, such as in the present. 
Common stocks contain good market possi- 
bilities in a time of business depression and 
just before or in the early stages of indus- 
trial recovery. They are, as a rule, not at- 


quite good opportunities fo 
income. If the investor, how 
ever, feels that he woul 
rather forego the highe: 
yield obtainable either in pre 
ferred stocks or in certaii 
bonds in order to take advan 
tage of possibly better oppor 
tunities later on, the short 
term field is open to him 
Preferably, he should selec 
issues with maturity dates onl; 
a year or two hence since thi 
reduces their fluctuating powe 
and minimizes possibilities o 
an even trifling market loss 
Several such issues are liste 
in the Buyers’ Guide and als 
in the Unlisted Public Utility 
Bond Index published else 
where in this Magazine. 

Not all issues of early ma 
turity, of course, are eligible 
for conservative investment 
The_ fact that a bond is to fal 
due shortly is by no means a 
guarantee of value. There are 
many speculative issues among 
short-term bonds. Here, as 
elsewhere among securities, th« 
usual tests of security values 
must be applied. The char- 
acter and position of the issu- 
ing company will always be a 
first guide in security selections 
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THE BOND MARKET 
“ome Important Changes in the Bond 
Buyers’ Guide 


Guide, the Great Northern general 
7s held consistently at around 108. 

1e Armour & Company real estate 4%s, 
other high-grade bond, gained 1% points 
86%, but the 514% issue of the Dela- 
ire company showed weakness. 
In the middle-grade division, the West- 

Pacific 5s were off a point, but the 
ie & Jersey 6s, which we recommended 
en they were selling at around 87, 
re distinctly strong, selling at 97. Caro- 
a, Clinchfield & Ohio 5s also gained a 
int. 
We suggest to holders of the Chicago 
Eastern Illinois general 5s a transfer 
the St. Louis & San Francisco prior 
1 4s, selling at around 68%. The Chi- 
o & Eastern Illinois has shown a very 
siderable falling off in earning power 
| has not carried out the promise indi- 
ed by earnings in the first year after 
rganization. A large percentage of its 
enue tonnage consists of coal. The 
id is now carrying only a little over 
f of the coal tonnage of last year, due 
ncipally to competition from West Vir- 
ia mines and the lack of demand in 
industry, nor does there seem to be 

indication that conditions will im- 
ve in the early future. Under these 
umstances, it is not unlikely that the 
eral 5s may sag further in price. On 
other hand, the Frisco’s earnings con- 
ue to make a favorable showing, and 
scribers will improve their investment 
ition by making the change with very 
le loss of income. 
\mong the industrials, the California 
troleum 6's were strong, advancing 
97%. The Goodyear Tire & Rubber 
rtgage 8s also recovered their recent 


N "Guide, the issues carried in the 


Several Bonds Eliminated 


n the public utility division, we sug- 
t substitution of the Commonwealth 
ver 6s for the Utah Power & Light 5s. 
latter are now selling on a 5.80% 
s, whereas the Commonwealth issue 
be secured to return 634%. It is true 
vy are a collateral obligation, the se- 
ity representing preferred and com- 
n stocks of operating subsidiaries, but 
large earning power developed greatly 
excess of dividend requirements war- 
ts according the issue a good rating 
it is our opinion that they will prove 
nore profitable holding than the Utah 
d. 
nterest on the Minneapolis & St. Louis 
solidated 5s having been deferred May 
foreshadowing probability of the same 
ion on the Iowa Central first 5s, in 
rdance with our policy, these issues 
eliminated from the Guide. However, 
speculative holdings, we feel the pres- 
market has discounted the unfavor- 
action to a great extent. As an illus- 
tion, the M. & St. L. 5s broke 5 points 
quickly recovered half of the loss, 
| we would not recommend the sale of 
se issues at present levels 
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BOND BUYERS’ GUIDE 


(Bonds listed in order of preference) 


HIGH GRADE 
(For Income Only) 
Non-Callable Bonds: 


Great Northern Genl. 7s, 19386............. puenesecad 


Atlantic & Danville Ist 4s, 1948 
Western Union Telegraph Co. 644s, 1936 
New York Edison Co. 6%s, 1941 
Canadian Northern Debenture 614s, 1946 
Delaware & Hudson 7s, 1930 


Bush Terminal Buildings 5s, 1960....... ecccccccecces 


Callable Bonds: 


Armour & Co. Real Estate 414s, 1939............... 
49 ° 


Duquesne Light Co. 6s, 19 
Philadelphia Company 6s, 1944 
Canadian General Electric deb. Gs, 1942 


Short-Term Bonds: 
Rock Island-Frisco Terminal 5s, 1927 
Columbia Gas & Electric Co. Ist 5s, 1927 
Toledo, St. Louis & Western prior lien 3" 
B. & O., Southwest Div. Ist mtg. 344s, 1925 
Seaboard & Roanoke Ist 5s, 1926 
St. Louis-San Francisco Series “CC” 6s, 1928 
Dominion of Canada Internal 544s, 1927 
Aluminum Company of America 7s, 1925 
Bell Telephone Company of Canada 


MIDDLE GRADE 


(For Income and Profit) 
Railroads: 

Cuba R. R. Ist 5s, 1952 
St. L. & S. F. Prior Lien 4s, 
Western Pacific Ist 5s, 1946.. ads 
New York, Ontario & Western 4s, 1992 
Erie & Jersey Ist 6s, 1955.... 
Missouri, Kansas & Texas Prior Licn 5s, 
Kansas City Southern Rfid. and Imp. 5s, 19: 
Minneapolis, St. Paul & Sault Ste. Marie 644s, 1931 
Carolina, Clinchfield & Ohio Ist 5s, 1938 
Chesapeake & Ohio conv. 6s, 1946 


Industrials: 
South Porto Rico Ist Mtg. and Col. 7s, 
Wilson & Co. Ist 6s, 194i sedate tit ; 
Sinclair Pipe Line 6s, 1942.. 
Goodyear Tire & Rubber Co. 8s, 1941 ‘ 
California Petroleum Corp. 6'%s, 1933... 
International Paper Co. 6s, 1947 
U. S. Rubber 5s, 1947............ 
Bethlehem Steel Co. 5s, 1936... as ial 
Computing Tabulating & Recording 6s, 1941... 
Armour & Co. of Del. Ist 5's, 1943 
Anaconda Copper Mining Co. Ist 6s, 
Union Bag & Paper Co. 6s, 1942 


Public Utilities: 
Manhattan Railway Cons. 4s, 1990 
Amer. Water Works & Elect. Corp. Col. 5s, 1934 
United Fuel Gas 6s, 1936. . Seietirte Gal 


Virginia . -y | & Power 5s, 


American Gas E'ectric 6s, 2014..... 
Hudson & Manhattan Refunding 5s, 1957 
Kansas Gas & Elcctric 6s, 1952.... 

Havana Elec. Ry. Light & Power 5s, 1954.... 
Montreal Tramways 5s, 1941.. sae 
Denver Gas & Elec. Ist and Rfd. 5s, 1951 
Commonwealth Power Corp. 6s, 1947......... 
Dominion Power & Transmission Ist 5s, 1932 


SPECULATIVE 
(For Income and Profit) 
Railroads: 
Chicago, Milwaukee & St. Paul conv. 5s, 2014 
Erie Genl, Lien 4s, 1996 
St. Louis & San “yy 
5 


Chicago Great Western Ist 4s, 1959 
Western Maryland Ist Mtg. 4s, 1952 
Rock Island, Ark. & Louisiana Ist 4%s, 1984 


Industrials: 


Cuba Cane Sugar 7s, 1930 
Empire Gas & Fuel 7's, Series “A” 1937 
International Mercantile Marine 6s, 1941 


Public Utilities: 


Brooklyn-Manhattan Transit 6s, 1968.......... eecece 


Chicago Railways Ist 5s, 1927............ 
Hudson & Manhattan Adj. Income 5s, 1957 
Interboro Rapid Transit 5s, 1966... 

Third Avenue Railway Rfd. 4s, 1960 


{Int. earned 
on en- 
Apx. Apx. tire funded 
Price Yield debt 
6.00 2.85 
8 oece 
c 6.85 
3.30 
7 
2.10 
1.85 
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* Principal and interest guaranteed by Dominion of Canada. ¢ Callable in 1951. t Call- 
able in 1936. { This represents the number of times interest on the companies’ entire out- 
standing funded debt was earned, based on earnings during the last five years. Includes 
government payments during period of government operations of railroads, 


(a) Lowest denom., $1,000. (aa) 1922. (b) Lowest denom., $500. (c) Lowest denom., 


$100. (d) Lowest denom., $50. ¢ Average last three years. 


f Average last two years. 


g Average last four years. i Does not include interest on adjustment bonds. 

















American Telephone & Telegraph Co. and Subsidiaries 





A Fruitful Field for 
Investment 


How the Bell Telephone System Has Grown—Methods 
of Financing — The Various Security Issues Compared 


URING the past twenty-three years 

the telephone business has grown to 

enormous proportions in this coun- 
try, and it has grown steadily. Not by 
leaps and bounds, but through a consistent 
increase in each and every year. From a 
total of but two million telephones in use 
during 1900, the number has risen to 
above fifteen millions at the present time 
or 63% of all those in use throughout the 
entire world. 

Along with the growth of the industry, 
there has evolved one of our largest and 
most uniformly prosperous organizations, 
that is the Bell System which comprises 
the American Telephone and Telegraph 
Company and its 26 Associated Com- 
panies. Plant investment of the Bell Sys- 
tem is now close to two billion dollars 
compared with less than two hundred mil- 
lions at the beginning of the century, and 
annual revenues now amount to above six 
hundred million dollars. 

The parent company has constantly in- 
creased its holdings in Associated Com- 
panies and owns about nine-tenths ° of 
their voting stock. These companies in 
turn operate in their respective territories 
and connect with over 9,000 independent 
telephone companies and about 27,000 ru- 
ral telephone associations. Various con- 
necting companies controlled by Ameri- 
can Telephone and Telegraph link the 
entire industry into one comprehensive 
system of communication. 


Advantages of Single Organization 


There has been a two-fold advantage in 
having the industry more or less con- 
trolled by one organization. Cost of oper- 
ations have been reduced by the elimi- 
nation of wasteful duplication and the 
problem of financing the industry has 
been simplified. By means of its sound 
credit position, the American Telephone 
and Telegraph Company has been able to 
raise necessary capital by means of its 
own stock and bond issues as well as 
through security issues of the Associated 
Companies themselves. Thus, while the 
funded debt of the entire System as a 
whole amounted to approximately 753 mil- 
lion dollars as of December 3lst, last, 
310 millions represented obligations of the 
American Telephone and Telegraph Com- 
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pany and 443 millions were bonds and 
notes of Associated Companies. The 
stock issues of all Bell System companies 
in the hands of the public amounted to 
873 million dollars of which 735 millions 
represented American Telephone and Tel- 
egraph capital stock. 

In regard to the various secu- 
rities of the companies in the 
Bell System it is interesting to note that 
practically without exception they have 
investment merit to quite some degree 
and this applies not only to the bond and 
preferred stock issues but also to the 
common stocks. For example, in the 
accompanying table the reader will find 
that only one bond issue is now quoted 
to yield in excess of 6% and it is safe 
to say that even this security would be 
on a much lower yield basis were it not 
for its redemption feature. That is, it 
is now selling around the prices at which 
it may be called for redemption and this 
naturally holds down the price level. 

All preferred stock issues in the group 
are quoted to return less than 7%, which 
is unusual for preferred stocks, to say 
the least, and further reflects the high 
rating to which the various issues are 
entitled. Of the six common stocks that 
are outstanding in the hands of the pub- 
lic in substantial amounts, none return 
more than 7.50% at the present time, and 
this is by no means due to large current 
earnings and expectations of early divi- 
dend increases for the various companies 
are not earning large amounts in the ordi- 
nary sense of the word. What the small 
return on common stocks in this group 
really reflects is the stability of earnings 
and dividend payments over a long period 
of years, and thus the true investment 
quality of telephone common stocks. 


Securing New Capital 


More and more during recent years it 
has been the policy of the system to in- 
crease its funded debt in proportion to 
capital stock outstanding, as is illustrated 
by the fact that stock capitalization was 
nearly three times funded debt in 1900, 
but has since declined to approximately 
two to one. This has been entirely jus- 
tified, however, as the steady increase in 
surplus account has been an offsetting 





EVERY TELEPHONE SUB- 
SCRIBER HIS OWN OPERATOR 


The new dial telephone which the 
New York Telephone Co. is installing 
in New York City 


factor and the proven stability of earn- 
ings has allowed the System to safely 
secure new capital more cheaply by means 
of bond issues, thus aiding in providing 
a fair return on stock issues even though 
average rate of earnings on book cost of 
property has been low. The return on 
book cost of property of the combined 
companies amounted to but 5.4 per cent 
during the past year. 

In course of expansion and consolida- 
tion, the Bell System has largely with- 
drawn its common stock issues from the 
hands of the public through intercom- 
pany purchases with the exception of 
American Telephone and Telegraph stock 
Its present financial policy appears to be 
to finance both through bond issues of 
the parent company and also through 
bond issues of the various Associated 
Companies from time to time. Fven 
within the current year several large bond 
issues of Associated Companies have heen 
offered to the public. It is unlikely, how- 
ever, that the System will offer any sub- 
stantial amount of common stock of Asso- 
ciated Companies for sale as additional 
money to be secured by means of stock 
will probably be raised through the issu- 
ance of subscription rights to the stock- 
holders of the American Telephone and 
Telegraph Company. In other words, the 
American Telephone will very |kely 
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ideavor to gradually increase its hold- In choosing any of the various security rather high prices, compared with past 
ing in Associated Company voting stock issues for investment of funds, the buyer levels. For instance, the recent advance 
issues, and raise all new permanent capi- must give full consideration to the fact in average bond prices, due to the great 
il either through preferred stock issues that, although practically anyone of those supply. of money-seeking investment, has 
of Associated Companies or else through listed in the accompanying table is of real carried several of the telephone bond 
the sale of its own shares. investment grade, many are selling at (Please turn to page 152) 











THE MARKET POSITION OF BELL TELEPHONE SECURITIES 


Table includes practically all issues outstanding in the hands of the public in substantial amounts 
Company and Issue Amount % inhands Market Yield on 
American Tel. & Tel. Co. Outstanding of Public Pricet Inv'’tm’t* REMARKS 
Coll. Tr. 4s of '29 _ $78,000,000 100 95 6.15% High grade investment secured by deposit of stocks 
Coll. Tr. 5s of . 73,900,000 100 99 5.10% Also well secured but offering a very low yield. 
mame mw 7m (Oo cae wee ee 


735,000,000 100 125 7.20% Attractive stock investment. Pays $9 annually plus subserip- 
tion rights at intervals. 


Bell Tel. Co. of Canada 
’ Principal and interest payable in Canadian currency or in 
Debent. 5s of ‘25 see 11,200,000 100 98 ab.00% pounds Sterling at $4.86 
Capital 39,900,000 67 6.15% Suitable for resident of Canada. Pays $8 annually with long 
’ , . ’ dividend record. 
Bell Tel. of Penna. 
Ist & ref. 5s of '48 34,900,000 100 6.10% Subject to prior Mens but has large equity in both assets and 
. ; . » 5 earnings. 
Pref. Stock (64% > 20,000,000 100 6.19% 


Ches. & Potomac Tel. Co. of Va. 
* First 5s of "43 ‘ 


Cinn. & Suburban Bell Tel. Co. 
Common Stock ($50 es 13,300,000 70 5.90% ; ans A et Fr earnings but rather 
Cc 
umberland Tel. & Tel. Co. Inc. Practically an absolute first mortgage. Offers fair yield at 
Ist & Gen. 5s of '87.... 14,900,000 100 5.55 % current levels. 
Illinois Bell Tel. Co. 
Ist & Ref. 5s of "56 49,800,000 100 5.35% Only bond issue of the company. Gilt-edged investment 
Mountain States Tel. & Tel. Co. 
Common Stock ($100 par).. 38,400,000 30 6.55% Company earned $8.40 a share in 1923. Now pays $7 annually 
Unusually attractive common stock. 
New England Tel. & Tel. Co. 
First 5s of '52....... ae 35,000,000 5.15% Strongest bond issue in the entire group with one exception 


Debent. 5s of ’ 10,000,000 5.30% Is now secured by mortgage on all property 
83,000,000 7.45% Present $8 dividend is being earned by fair margin 


A very desirable preferred stock Issue. 


First mortgage on entire physical property and offers a fair 
4,600,000 100 5.45% yield compared with other issues of similar grade 


New York Telephone Co. 
Ist & Gen. 4%s of °39 64,100,000 4.95% Of the very highest investment grade, but rather high priced 
Debent. 6s of 23,500,000 5.50% These bonds are well secured and offer fair return 
i q Not attractive due to redemption feature Holder should 
Refunding 6s of “#1 49,700,000 5.55% } switch to Southern Bell Tel. Ist 5s 
Pref. Stock (614% . 23,500,000 5.90% One of the premier preferred stocks of the country 


Northwestern Bell Tel. Co. 
v d yield but ft ibility due to redempti 
First 7s of ’41 30,000,000 Mime alii 
Ohio Bell Telephone Co. 


Pref. Stock (7% Cum.)......... “ie 28,200,000 6.70% An unususal bargain in a telephone preferred stock 


Pacific Tel. & Tel. Co. 
lst & Coll. Tr. 5s of ’37... , 31,200,000 5.20% Subject to small prior lien. Fairly attractive 
. o Not a eli secured as Cumberland 5s yet offe 0 larger 
Refunding 5s of "52 . 24,500,000 5.55% Peeuen om Savectenent iis . _ 


Pref. Stock (6% Cum.)... o 57,000,000 6.55% Not as well protected as Ohio Bell Tel. pf., but yield less 


because non-callable 
Southern Bell Tel. & Tel. Co. AY jood purchase at current levels, in view of negligible 
First 5s of 15,700,000 5.45% } risk involved. 
South. New England Tel. Co. 


Common Stock ($100 par) = 18,000,000 6.80% Earnings for past five years have barely covered $8 dividend 


rate. 
Southwestern Bell Tel. Co. 
Ist & Ref. 5s of '54.... 50,000,000 5.40% Recently offered to public and as yet unseasoned 
Pref. Stock (7% cum.).........5000- 21,300,000 6.70% An unusually attractive issue entitied te higher prices 





Western Electric Co., Inc. ; 7 
Direct obligation but not secured by mortgage No sinking 
Debent. 5s of ‘a 35,000,000 5.85% fund provision 
Pref. Seock (7% Cum.).......0...-- 24,600,000 6.05% Is redeemable at any time at 110 and accumulated dividend 


Western Tel. & Tel. Co. ; 
An assumed obligation of Am. Tel. & Tel. Co Also secured 
Coll. Tr. 5s of "82t.... ; 9,900,000 100 98 5.80% by deposit of stocks 


Wisconsin Telephone Co. 
Pref. Stock (7% Cum.)... ; 100 107 6.55% An attractive preferred issue at current prices. 
t Assumed by the American Telephone and Telegraph Company. * Bond yields computed to maturity. f Fractions omitted, and 


prices for inactive issues estimated on basis of recent bid and asked quotations. a This security is selling around par in Canadian markets to 
yield coupon rate. Price of 98 in domestic market is due to disparity in exchange. 
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“Thriving Prosperity Based 
on Success!” 





LOT of us have gotten plumb 
tired of what is actually a per- 
fectly good English word. 


The word is “Thrift.” 


Incessant repetition of the word 
has contributed generously to the tired feeling it 
now causes. Judging from their works, some edi- 
torial, advertisement and special-article writers 
would entirely dry up and bust if the word were 
denied them. You can’t dodge it. It’s hurled at 
you from every side. 


The narrow, dull vista that “Thrift” opens up 
has also played a considerable part in its decline. 
Under the influence of the thrift-slingers, many 
people have come to suppose that “Thrift” is just 
another word for rutted drudgery, infertile rou- 
tine, wretchedness, insipidity—and worn-out cloth- 
ing. Anything, in other words, except what’s 
pleasant. 


But perhaps the arch-enemy of “Thrift” has been 
the patronizing, fatherly and odiously “preachy” 
attitude assumed by so many of its users. They— 
or many of them—holier-than-thou-it with their 
“Thrift Talks” and their “Thoughts on Thrift” and 
their thrift-this and their thrift-that until it is 
a wonder the word itself has not risen up to groan! 


* * * * * 


Roosevelt tried to relieve the word of some of its 
acquired odium once by defining it as “common 
sense applied to spending.” And for a while there- 
after the word was actually once more in public 


favor. 
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But in due time the good effects of T. R.’s engay- 
ing simile were totally demolished. The hacks and 
the gloomy-eyed calamity-howlers and the sel’- 
appointed soul-savers kept up full blast, driving 
the poor little word nearer to extinction, even, than 
it had ever been before. And now we find it just 
where T. R. took it up—worn, jaded, tattered and 
weak, a ghost of its former self, pitifully in need 
of artificial restoratives, crying for a defender. 


a * * * . 


We can’t pass by and leave “Thrift” to its fate. 
Personally, we like the word. It has a good, stout, 
oatmeal flavor to it. It’s a word to swear by. We 
like it. Rather than see it rendered totally defunct 
by the over-use and misuse to which it has been 
subjected, we recently searched our wits and 
wracked our brain for a new definition of “Thrift” 
—a definition which, like Roosevelt’s, would buoy 
the poor old word up and restore it in public esteem. 


Our efforts on “Thrift’s” behalf were not im- 
mediately productive. After numerous attempts, 
each of which resulted a little more dismally than 
the other, we were about ready to give up alto- 
gether. But then a thought struck us: We would 
look the word up in Mr. Webster’s book and sce 
what he had to say about it. (You can judge of the 
magnitude of our intellect by the time it took us ‘0 
conceive of this idea!) 


And in Mr. Webster’s book we found exact y 
what we wanted. We found that Mr. Webste1’s 
first definition of “Thrift” was not “work.” 


Neither was it “economical management.” Nor 
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iorated. 


Che first definition of “Thrift” was: 
Prosperity. 


The second was: 
Success. 


dition. 
rd was: 


{nd from there, 


These dull words, we found, were 
‘ondary definitions—definitions, no doubt, which 
veloped as the meaning of the word itself de- 


it was but a step to such a 


definition is: 
A thriving Thrift: 
The 


self? 





Points for Income Builders 


Definitions of Some of the More 
Frequently Heard Financial Terms 


HAT are 

W “pools”? 

What con- 

stitutes “manipula- 

tion” in stocks? 

What is the differ- 

ence between “bulls” 

and “bears”? These 

= are things the new- 

er whites to know, and they are 
fly defined in what follows. 


Pools 


luch is said in the market comment 
imns of the papers about the activi- 
of what are called “pools.” It would 
nteresting to know how the word is 
rpreted by those not familiar with its 
meaning. Thus, when some such 
ment as “The Blank Motor pool is 
ading!” appears in print, one won- 
how the uninformed public must in- 
ret it. 

the last anlysis, of course, the mean- 
of the word “pool” as applied to se- 
ties is quite simple. It merely refers 
‘roups of “professional” stock and 
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“pool” their funds for 
the purpose of jointly operating in a 
given security. The members of a pool 
will bind themselves to an agreement in 
respect to withdrawal, etc., and are not 
supposed to deal in the security chosen 
independently of the pool. One individ- 
ual, generally, will be designated to con- 
duct the operations of the group, and he 
will be known as the pool manager. 

The benefits derived from operating 
through a well-managed pool are obvious. 
One “gets the breaks,” to put it crudely, 
because, in large measure, any sizeable 
pool will substantially control the market 
fortunes of a given security. On the 
other hand, the risks run by some pools 
are very heavy and they frequently meet 
disaster. 

Pools large enough to control a stock 
are, we believe, supposed to be illegal. 
Yet nobody doubts that they exist, and 
they probably always will exist. Some- 
times, pools are the investor’s best friends 
—as, for example, when they sustain the 
price of a stock which, without their sup- 
port, would decline. 


bond traders who 





definition as we thought we wanted. 
after, when we see the word “Thrift,” 
bear the definition we arrived at in mind. 


THRIVING 
ON SUCCESS! 


Don’t you like the word a little better now, 


And here- 
we shall 
The 


PROSPERITY BASED 


your- 


( losely allied to the subject ol pools” 
is “manipulation,” i.c., the buying 
selling of securities in such 
attract or repel public buying. 

Manipulation is supposed to be 
thing of a fine art. Thus, exceedingly 
wealthy men are often employed as “ma- 
nipulators” and are relied upon to obtain 
certain stipulated results. Chiefly is ma- 
nipulation resorted to for the purpose of 
arousing public interest in newly issued 
securities. In such case, the manipulator 
will “work” the stock up and down, day 
by day, week by week, and sometimes for 
months, or until its actions have so at- 
tracted public buying as to permit of 
widespread distribution. 

It -is apparent that the manipulator has 
his place in the scheme of things. With- 
out his help, securities that are now dis- 
tributed in a few weeks or months might 
not attain distribution for years. In the 
meantime, the funds of the underwriters 
(if they “stayed with them”) would be 
stagnant, and the sources of public credit 
greatly contracted. On the other hand, 
the thought of any individual or group 
so controlling the market fortunes of any 
security is rather repugnant, and agita- 

(Please turn to page 158) 
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The Monthly 
Allowance 


Food 

Shelter 

Clothing ... 

35.00 


Service ... 


Light, Ice & } 12.00 


Gas 


House 
Equip’t 
Medical . 


Education 


} 15.00 


10.00 


5.00 


Recreation 


| aso 
& Amuse’ts 

Gifts, etc... 10.00 
Auto Exp. . 40.00 


15.00 


Incidentals . 


TOTAL $407.00 
40.00 


Insurance 


Savings 53.00 


TOTAL $500.00 











How to Live on $6,000 


a Year 


An Outline Budget Prepared to Cover 
the Needs of an Average Couple 


to the popularity of the 

“Theory of Budgets” 
when that subject was first 
recommended for fuller treat- 
ment in these columns. 

In some quarters it was held 
that a subject like this, being 
so closely related to questions 
of thrift, would be repellent 
than otherwise to the typical 
reader. All Americans, you 
see, are still supposed by some 
people to be more interested 
in money-spending than in 
money-saving. The theory 
that this country is composed 
of a nation of wasters still 
persists here and there. 

The doubts and _ illusions 
have been pretty well dispelled, 
however, since the budget 
page’s first appearance. They 
have been dispelled by letters 
from many readers, all reflect- 
ing a very practical and con- 
crete interest in the Budget 
idea. Many of the letters took 
the form of personal requests 
for special budgets to suit in- 
dividual cases; others were 
courteously critical (and em- 
phatically helpful); not a few 
contained carefully compiled 
comparisons between the Out- 
line Budgets submitted here 
and Expenses vs. Income as 
readers had known them. 

Evidently, we might as well 
keep on! 


Sie doubts were felt as 


Several of the requests for 
individual budgets were from 
$6,000 a year men and women 
—people who wanted an im- 
partial guide, not too compli- 
cated and involved, which they 
could adapt to their own pur- 
poses. 

Of course, these requests 
were filled as promptly as 
could be. And it might not be 
amiss to reveal the general 
tenor af the answers here. For 
the purpose, we have compiled 
a sort of “composite budget” 
for $6,000 a year incomes, and 
this in outline form is pre- 


By “Bupcet” 


sented herewith. The Budget, 
as presented, goes on two as- 
sumptions. First, it is assumed 
that the “budgetee” is a young 
married man, with only him- 
self and wife to support; sec- 
ondly, that they are city-apart- 
ment dwellers and not living 
in a private residence. 


The Outline Budget for 
$6,000 Incomes, as presented, 
includes fair allowances for 
numerous expenses that may 
not occur in many actual cases. 
For example, $40 a month is 
provided for “Auto Expense,” 
whereas a great many six- 
thousanders (yes, even when 
they earn that much!) consider 
an automobile an undue lux- 
ury. Obviously, where a car 
is not operated, this expense 
can be saved. 

The Allowances for Food 
and Clothing may be found 
liberal, or the opposite, accord- 
ing to conditions in individual 
cases. Certainly, the Clothing 
allowance, which amounts to 
about $330 a year for each 
member of the couple, is not 
extreme. Neither is the Food 
allowance extreme, when it is 
remembered that it includes 
provision for the midday meal 
of the office member. On the 
other hand, we do not doubt 
that a couple coud spend less 
on both items and “get away 
with it.” 

The fourth item, it will be 
noted, does not include “Fuel.” 
Since the couple considered are 
supposed to be “cliff dwellers” 
the reason for this is plain. 


Altogether, we think the 


Outline Budget, as shown, is 
pretty fair representation o 
the average case. 

Speaking of “Shelter” costs 
one of the letters we recentl; 
received was an_ interesting 
commentary from a San Fran 
ciscan who questioned th: 
Shelter allowance made in our 
recent $2,500-a-Year Outline. 
This reader held that the al- 
lowance for shelter on such an 
income should not exceed $35 
a month. 

We made what we think was 
the inevitable reply—i.e., we 
said that, however desirable i 
might be for $2,500ers t 
throttle their Shelter cost 
down to that figure, it might 
prove a pretty difficult feat for 
some of those residing in well 
known centers. It must be-re- 
membered, unfortunately, that 
in most sections of the coun 
try, living costs—and especially 
rents—are higher than they 
ever were before, and that, un 
der the prevailing conditions, 
it is as easy to underestimate 
one’s needs as it used te be to 
overestimate them. 

Not, we hasten to add, that 
we want to seem to discourag¢ 
any one from trying to get 
accommodations as cheaply as 
possible. The fortunate ones 
who can find what they need 
at a reasonable figure are— 
fortunate. Instead, as is ofter 
the case, of being a little sensi- 
tive about the low rent they 
pay, these chosen ones ought 
to get up on their hind leg: 
and brag about it. They’ve got 
something to brag about! 








ASK “BUDGET” 


If you want help in charting out your liv- 
ing expenses, ask “Budget.” 
tions will be treated in absolute confidence 
and will imply no obligations whatsoever. 
“Budget” wants to help you—and thinks he 
can. Why not try him out—today? 


Communica- 
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ls Term Insurance Cheaper—in the End? 


What Term Insurance Is—How It Compares 
With Insurance on the Permanent Form 


By F.LoreNce Provost CLARENDON 





existence of the contract. This 
rate basis was scientifically 
developed, and the old com- 
pany still continues to give 
satisfactory service to its 
policyholders. The still older 
companies conducting their 


% MANY companies re- 
{' fuse to issue Term In- 
surance except on the 
Convertible form. They all 
truct their agents when 
icing such policies to em- 
isize the fact that Term In- 


A T age 35, a $3,000 policy on the Ordinary 
Life plan would cost you $60.54, whereas 
a 10-Year Convertible Term policy would cost 


Term Plan 


ance is for temporary pur- 
ses only, and should be 
rged into a more permanent 
rm whenever the policy- 
older can afford to make the 
hange. This precautionary 
vice is given because Term 
urance, with rare excep- 
ions, is neither the cheapest 
- the most desirable type of 
rotection, Unless the insured 
s during the early years of 
rm coverage this insurance 
sts more and yields less. 





only $29.25. 

Should you pay the difference? Or, should 
you take advantage of the lower term rate? 
What would you gain or lose under either 
plan? 

Mr. Clarendon answers these interesting 
questions in the accompanying article, which 
will repay a careful reading. 


business on the 
either changed their methods 
or eventually discontinued op- 
erations. 

There was a strong pull in 
the popularity of Term Insur- 
ance in this country forty or 
fifty years ago, At that time 
assessment insurance com- 
panies had developed into large 
proportions, and the protection 
afforded by such concerns was 
of the nature of Term Insur- 
ance. As: the weaknesses of 








The man who carries Term 
nsurance is not so eager to keep his 
licy as one who is insured on a per- 
inent plan. If the immediate necessity 
protection lessens, or if financial 
litficulties handicap the payment of 
remiums, while the insured is still in 
parent good health, the Term Policy 
frequently permitted to lapse and the 
eficiary is left unprotected. The in- 
ed knows there is no value under his 
tract except to the “Die-Quicks.” The 
ult is that the company is apt to be 
t with the less healthy of the Term 
cyholders, because the man who is not 
sure of long life dares not relinquish 
protection. This tendency is aided 
encouraged by the activity of agents 
) believe they are doing a man a ser- 
if they can get him to drop his Term 
urance and replace it by a Life or 
lowment contract—a move which can 
mly be carried through with those Term 
cyholders who are in good health. 
mortality being higher, the propor- 
ite cost to the Term policyholder is 
iter than on the life and Endowment 
ms. 
‘ut one of the most serious objections 
the Term plan is that as old age ap- 
aches the premiums become prohibi- 
and thus the family of many an 
rly man is left unprotected because 
has been forced to discontinue his 
irance. 
election of applicants for Term In- 
ince is unusually strict, and the com- 
uues will accept none but the best 
risks” on this plan. It naturally follows, 
therefore, that insurants under Term 
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Policies who die soon after the policies 
are taken are decidely in the minority as 
compared to those who live on to more 
mature years, when the selective factors 
as above explained come into operation. 
Moreover, the chance of the policyholder 
himself getting anything out of this in- 
vestment is mil, since Term Insurance 
pays nothing to the insured who survives. 


All Insurance was Originally On 
Term Basis 


Life Insurance in its initial stage was 
written on the Term plan. In fact, in 
the early years of the 18th century, Term 
Policies were the only kind written. The 
first policies of which we have any record 
gave protection for a period of a few 
months or a year. Such policies were 
taken by those who were about to enter 
some hazardous enterprise, and the cover- 
age was primarily needed while the in- 
sured was pursuing such activity, or was 
travelling in connection with the project 
Foreign travel in those days carried 
hazard to life and limb. Life insurance 
for family protection was only in its first 
stages of development in the early 18th 
century. With increasing knowledge and 
the extension of the uses of this protec- 
tion for dependents, the Term Policy has 
fallen to an insignificant place in com- 
parison to the total issues of policies. 

The Old Equitable of Great Britain 
was the first successful life insurance 
company which started /evel premium life 
insurance in 1757, granting protection at 
the same annual rate from the date of 
the issue of the policy throughout the 


that system became apparent a 
number of fraternal and business organi- 
zations were formed for the purpose of 
granting protection on the Yearly Re- 
newable Term—or “step rate”—plans, 
which was a scientific improvement on 
the Assessment method, They wrote a 
large volume of business. But many of 
those organizations have now entirely 
ceased, while the survivors have learned 
through experience the advisability of 
changing their basis and offering perma- 
nent protection which at the same time 
encourages thrift and builds an estate for 
the protection of the insured’s old age. 


Does It Pay to Take “Term” and 
Fund the Difference? 


The assertion is frequently made by 
those unfamiliar with the actual experi- 
ence under Term Insurance that it is 
more advantageous to pay the lower 
premium rate required under this form, 
and fund at interest (6% is the usual 
rate suggested by such theorists, although 
the usual savings bank rate is but 4%) 
the annual differences between the 
premium required on the Term Policy 
and that which would have been payable 
if the policy had been issued on the 
Ordinary Life plan. 

In theory this principle may work out 
to the satisfaction of the advocate of 
Term Insurance. But it must be borne 
in mind that the average life insurance 
policy is for $3,000—or less—requiring 
a premium between the ages of 25 and 
35 of about $50 annually (non-participat- 
ing basis) on the Ordinary Life plan. 

(Please turn to page 141) 
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Building for Profit 


Part 1—A Few Suggestions that May Be Found Useful 


By Water A. Dotp 





HE building boom of the 

past five years has gen- 

erated activity among 
many persons who ordinarily 
would not withdraw _ their 
funds from four per cent in- 
activity in a savings bank. The 
average man of small means 
is just learning that money 
paced in a bank on an interest 
basis is not an investment, and 
only permits another to invest 
the depositor’s funds. In this 
discussion I must assume that 
the reader is a comparative 
novice, who has not yet trod 
upon the other fellow’s ground, 
but who is willing to build by 
contractor, or otherwise, in 


| saat a man builds a home he is, in the 
last analysis, investing—or, perhaps, 
speculating in real estate. 

Hence, every home-builder should be in- In 
terested in the accompanying article which 
contains a non-technical and very under- 
standable analysis of some of the basic laws 
governing real estate ventures. 

The Second Part of this article will appear 
in a later issue. 


tion of their site; hence th 
advisability of the beginn 
who desires to build to sell fc 
a profit, not to attempt tl 
building of stores until he hi 
thoroughly mastered the loc: 
tion of properties. 

many hundreds of it 
stances, a store costing $5,00) 
to erect, will yield more i: 
come than one costing $10,00: 
all because of the use of for 
sight in the selection of th 
land. Store buildings erecte| 
on street corners have consid 
erable advantage over thos 
erected in the middle of 
block. The added rental valu 
more than makes up for tl 
additional cost of a corne 











order to make a profit by sale 
after completion, or as an in- 
vestment. 

My first suggestion is that property 
values in the locality in which the erec- 
tion of the building is contemplated be 
studied closely, to determine the type and 
kind of a building most adaptable. If it 
be a business section, the multitudinous 
questions of purchasing power and the 
prospective value, after completion, are 
most important. The number, and type 
of people in the neighborhood is of ut- 
most importance. 


Buying in Outlying Districts 


In outlying districts, where there are 
no business establishments, and few resi- 
dents, there is an element of speculation 
which may result in a very fair profit for 
one who has the foresight to choose a 
natural business section for the erection 
of stores. However, only one who has 
had previous experience should attempt 
to select a naked business site on which 
to stake any great amount of money, for 
the reason that it is well nigh impossible 
to gauge exactly the natural trend of busi- 
ness. Almost anyone can recall having 
seen at some time or other, vacant stores 
which have never been occupied, standing 
alone, far from the regular run of busi- 
ness. Such is the result of poor judg- 
ment, or no judgment at all, as in most 
cases. Too many people build without 
study, just as too many purchase real 
estate without first having studied the 
subject thoroughly. For no reason, a 
man will make a purchase of a building, 
without having studied the conditions sur- 
rounding it. It seems incongruous that 
a person who has studied his business or 
profession for many years, will plunge 
into a real estate venture without first 
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having investigated the prospective re- 
turns from the project. 

On more than one occasion, a building 
has been erected for a definite amount 
of money which, under no stretch of the 
imagination could yield a return of six 
per cent net. Real estate should yield 
from eight per cent to nine per cent, at 
least, for in contradistinction to invest- 
ing in stocks or bonds, real estate requires 
personal supervision; hence the larger re- 
turn necessary for the added trouble. 


Building Stores 


The builder of stores, in a business 
section, stands ordinarily in a better posi- 
tion to realize a profit on a store build- 
ing, than the builder of either homes, 
apartments, or flats; and in the event that 
he desires to retain the building, he can 
ordinarily secure a better yield on his in- 
vestment than the builder of any other 
kind of small structure. As an example, 
in many cities, lots have a twenty-five 
foot frontage. If two lots are purchased 
and built upon simultaneously, three 
stores can ordinarily be erected on two 
lots with a triple income the result. Store 
buildings with no flats or apartments 
overhead require little or no personal 
attention. The repairs are very few. The 
erection of the building requires only the 
walls, plumbing fixtures, at small cost, 
and little else, in comparison to homes 
and flats. The store tenant usually occu- 
pies his place for many years; whereas 
the flat and apartment dweller is a fre- 
quent mover. This latter feature is a 
selling talk that the builder of stores 
should not overlook. Store buildings, as 
has been previously suggested, require 
more than ordinary judgment in the selec- 


lot. 

A building in a poor locality costs jus 
as much to erect as one in a good locality 
This is as true of flats and homes as i 
is of stores. In many instances peop! 
build upon a certain lot because they hav 
owned the property for a number o 
years. Frequently they would be bette 
off were they to sell their plot of lan 
and purchase another more suitable t 
their contemplated plans. The sale of th: 
store building is customarily made to 
person who has succeeded in acquiring 
little money, and is desirous of investins 
it. The purchaser of a two-flat buildin; 
ordinarily has acquired a smaller sun 
than the purchaser of stores; hence re 
quires financing, so that if the builder tc 
sell has little capital, he may find him 
self in a position to sell to a large num 
ber of buyers, but with no immediat: 
prospect of getting sufficient money fo 
another venture. 

In the ordinary run of things, it is dif 
ficult to find a man who can pay dow! 
the sum of $15,000.00, a conservative fig 
ure for a set of two flats. Sometime 
one can be found who will be able t 
muster enough money to pay cash ove! 
and above the first or bank mortgage 
which is usually about $6,500.00 on a two 
flat building of this price. But more 
often one will find that the purchaser has: 
only about $5,000.00 in cash. Then it be 
comes necessary to finance him; and i! 
is usually the builder’s profit, and som« 
of his capital, which is tied up in th« 
second mortgage or deed of trust, what- 
ever it may be. 


(The second part of “Building fo 
Profit” dealing with “Flats” will appear 
in our next issue.) 
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A $100 Bond for Small Investors 


A New Feature of “BYFI” De- 
signed to Serve Income Builders 


By RALPH RUSHMORE 





“The foundation of Financial Indepen- 
lence is the first $100 properly invested.” 


it is hoped, the fea- 
ture should help new- 
comers in the field 
formulate their  in- 
vestment views by 








\VFFORTS to make BYFI of imme- 
diate practical value to readers have 
been rewarded by a constant in- 

se in the interest displayed in the de- 
ment. 

hus, a recent series of articles de- 
ed to assist Income Builders in the 
al selection of brokerage facilities has 
far brought in close to five hundred 
iries—all, presumably, from actual or 
ntial investors who found this prac- 

! service worth while. 
nother series of purely practical ar- 
s which have won favor for BYFI 
been the Life Insurance discussions 
ost often written by Mrs. Florence 
vost Clarendon, and devoted to plain, 
rstandable and sound advice on life 
rance questions. When we say that 

Clarendon has already answered 

y hundreds of inquiries prompted by 
articles, their practical appeal to in- 
rs becomes manifest. 
en there have been the Home Build- 
articles, the more recent Budget ar- 
s and the regular “Experience” fea- 
the latter telling the story of how 

actual, living person fared in his 
ts to attain independence. Like the 

‘erage and insurance articles, all of 
have evidently been well received 

isers and their practical character has 

ently constituted their primary appeal. 


Another Practical Feature 


ith this issue, BYFI introduces a 
feature to add to the numerous ones 
larly appearing here—a feature which 
ld appeal, perhaps, to a greater pro- 
on of our readers than any of the 
rs. 
ie new feature is a page, or less, 
ted to explicit recommendations of 
ities which seem suitable for the 
irements of comparatively small in- 
rs. 
ich a feature has not before appeared 
1e columns of this particular depart- 
There are, however, many things 
ommend it. In the first place, it 
ld serve as a practical convenience 
maller investors. Appearing regu- 
, it will constitute a source of imme- 
, current information on the kind of 
rities they are interested in. Also, 
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serving as a kind of 
“object lesson” in the handling of surplus 
funds. The feature will not, of course, 
in any way compete with the regular ana- 
lytical pages of THE MaGazine oF WALL 
Street. It will simply—and in some 
small degree—amplify those pages. 


The First Selection 


The issue selected as the original rec- 
ommendation is the 5% collateral trust 
bond of the American Water Works & 
Electric Corporation, maturing in 1934, 
selling at present around 87, or on a basis 
to yield about 6.80% to maturity. 

The bond is recommended here in view 
of (1) the present strength, (2) good 
record, (3) able management, and (4) 
ample earnings of the issuing company 
as well as (5) the bond’s position as the 
sole direct funded debt of the company, 
(6) the good interest return it offers at 
these prices and (7) its availability in 
$100 form. 

It should be noted that the recommen- 
dation of this security is an investment 
and not a speculative one. That is to say, 
the American Water Works bond appears 
a desirable commitment for funds where 
holding it for a period of years, if not 
to maturity, is contemplated. The bond 
is not recommended here, nor will any 
other security be recommended here, for 
speculative purposes. 

Those who have 


that is, a 
not so 
This opin- 


by experts as an “A*”’ bond 
“good investment,” although 
“good” as classes A® and A’. 
ion of the bond is shared here. 

This last being so, those who cannot 
afford to lose even a tiny percentage of 
the funds a purchase of American Water 
Works 5s would require are asked to dis- 
regard its appeal. Persons so situated, as 
THe MAGAZINE OF WALL Street has so 
frequently said, ought not deal in nego- 
tiable securities at all. Their funds should 
go into the savings bank and not into se- 
curities which, enjoying an open market, 
are subject to sharp price fluctuations. 
BYFI’s security recommendations, how- 
ever conservative, are not intended for 
such as these. 


Further Selections Later 


In future issues, BYFI will make other 
selections from the security field and 
present same for the consideration of its 
readers. Selections will not be confined 
to any one security type—bonds, for in- 
stance—but will extend into whatever 
group offers what appear to be the 
greatest attractions coupled with the 
smallest risk. Eventually, it is hoped, the 
department will develop investment lists 
of securities suitable to income-building 
needs, ard publish same as a regular fea- 
ture. 

Meanwhile, readers are invited, as al- 
ways, to employ BYFI for whatever fur- 
ther suggestion or information they may 
desire. The facilities of the Department 
are dedicated to the encouragement of 
sound and profitable investing, and are 
open to all. 





yet to discover the 
thousand-to-one fu- 
tility of speculating 
with inadequate capi- 
tal are asked to 
ignore this recom- 
mendation entirely. 
On the other hand, 
the American Water 
Works bond is not 
recommended as a 
simon-pure, gilt-edged 
investment. Refer- 
ence to the rating 
given it in the splen- 
did analysis compiled 
by Mr. Martindell 
and appearing in our 
April 26th issue will 
show that it is classed 


pendence. 





TO HELP YOU INVEST 


The accompanying article is the first of a 
new series to appear regularly in BYFI and 
which will point out actual investment op- 
portunities, available to persons of smaller 
means and which seem to merit considera- 
tion, as they occur. 
make regular use of this service which is 
designed to afford 
assistance in the climb to Financial Inde- 


Readers are invited to 


immediately practical 
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Building Your Future Jucome 


Experience 








How I ‘‘Discovered”’ Wall Street 


And What I Learned About It After 


the 


“Discovery” 


By P. S. GHASTIN 


Had Been Made 


} 





DON’T suppose that I 
can judge the rest of the 
people of this country by 
my own case. Perhaps —al- 
though I do not think so—I 
may have been different from 
others. My particular trouble 
—the thing that kept me for 
years from getting ahead 
financially— may have been 
peculiar to me alone. Although 
I do not believe it, the thing 
that holds other people back 
may be something very differ- 
ent from what held me back. 
However, people are always 
interested in reading about 
other people’s lives—especially 
when they are given the un- 
garnished truth. Therefore, 
without claiming that the solu- 
tion I discovered for my par- 
ticular problem would apply 





But being 
handicap in the battle of life. 
one man conquered his “shyness” in the ac- 
companying story, and then determine to 


ARE YOU “WALL-STREET-SHY”? 


Many people are. It’s no disgrace. Often 
it is the result of an inadequate early edu- 
cation which left the graduate ignorant of 
finance—ignorant of the uses of the finan- 
cial machinery when adapted to individual 
purposes. 


“Wall-Street-Shy” 


conquer yours. 


is a big 
Read how 


weird-sounding processes and 
terms I had never heard b 
fore—such terms as “actuary 

“cash surrender value,” “e1 
dowment policy” and “annu 
tant.” The Life Insuran 

companies, in their palatia! 
homes were to me gigantic 
things of terrifying bulk—o 

ganisms whose interests must 
be vastly removed from thos 
of one little man like mysel: 

In those early years—and my 
case is not entirely unique- 

would as soon have dared to 
enter one of those enormous 
offices and inquire what it was 
all about as—as— Words fail 
me. 

Brokerage and banking 
houses, trust companies and 
building and loan associations 
—these and the strange things 








equally well to any other per- 
son’s problems, let me tell you as briefly 
as possible what my own experience was. 


A “Typical” American Education 


I was born into a typical American 
family and went through the typical 
American childhood. That is to say, I 
was given no home training or instruction 
in matters either of business or money. 
Our “typical” family income was handled 
in the “typical” American way. That is 
to say, there was no systematic arrange- 
ment of domestic affairs to conform with 
the dollars earned. 

While still quite young—thirteen, to be 
exact—I was sent to boarding school. 
And there I received the typical Ameri- 
can education. In things far removed 
from my daily life and the lives of those 
around me, I was drilled unmercifully. 
Thus, I early learned of the mathemati- 
cal relationship between the hypotenuses 
of right triangles and their other legs. 
Cesar’s self-satisfied animadversions on 
his campaigns in Gaul were set before 
me, day after day, until I had learned 
substantial portions by heart. The thou- 
sand-and-one exceptions to the “rules” 
of French grammar—the theory of quad- 
ratic equations—the syntax, allusions and 
logic of Mr. Burke’s speech on Concilia- 
tion—these are among the high lights of 
my boarding-school education which shine 
most vividly in retrospect. 

Concerning the flesh-and-blood realities 
of fife as it was going on around me, 
however, I—and my _ schoolmates—was 
educated not at all. 
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So it was that, when my school days 
came to an end and I was thrust out 
into the world to fare for myself, I 
crossed the threshold in the typical 
American state of unpreparedness, I had 
acquired, either by precept or example, 
no capacity for meeting the problems of 
daily domestic life. Concerning the world 
of business I was totally ignorant. As 
far as those two controlling mechanisms 
of modern civilization, Politics and 
Finance, went, they were as little under- 
stood by me as by a newborn babe. 


“What Followed After 


I do not need to dwell upon the ex- 
periences that ensued. My case was so 
“typical,” any detailed recital of those 
experiences would inevitably seem dull 
and commonplace to my readers. 

There is one phase of my experiences 
which I would like to cover, however. 
That is the phase which, in its ramifica- 
tions, handicapped me most heavily—the 
same phase, in my perhaps faulty judg- 
ment, that has handicapped and will con- 
tinue to handicap millions of others, so 
long as young men and young women 
continued to be “educated” and trained 
as inadequately and with so little vision 
as they are today. 

The phase I would refer to is not easy 
to put in words. As concisely as I can 
express it, it had to do with the diffidence 
if not the timidity which my ignorance 
of essential facts led up to. 

Life Insurance, for example, was to me 
a great, vague, cloudy, mass, involving 


they discussed in their adver- 
tising were equally far removed, as it 
seemed from my little world. These 
things called “stocks,” “dividends,” 
“shareholders’ rights,” “debenture bonds,” 
“working capital,” “book value,” and so 
forth, ad infinitum: They represented th: 
strange and awesome language of an 
overpowering, post-graduate world. True, 
I knew plenty of boys and men who had 
positions in such institutions. But I 
never thought of the latter in terms of 
the former. The banks and the invest- 
ment bankers seemed to me to be colossal 
things. .. . I remember distinctly the awe 
and self-conscious fright with which | 
cashed my first check. 

So it was, to make my story short, 
that for a period not merely of weeks 
or months but actually of years I learned 
nothing about the science of making 
money work. And all because of the 
diffidence, shyness, timidity, or what you 
will, which my ignorance caused—which 
ignorance must always cause. 


Fate to the Rescue! 


It is not my purpose here to attempt 
to draw the remedy. As suggested at 
the beginning of this article, it is barely 
possible that my case may have been 
unique, in which event remedy-hunting 
would be scarcely worth while. Further- 
more, I do not set myself up as an edu- 
cator and am not yet quite prepared to 
tell civilization how it should run its 
schools. 

One closing chapter from my own ex 

(Please turn to page 150) 
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V ITH first quarter operations geared 


Further Unsettlement in Business 


Production Falls as Demand Slackens—Prices Irregular 





STEEL 





Marked Slump 


to a high rate of demand, steel 
were reluctant to 
rict output, for, as is usual in such 
s, active employment of plants is 
table even when production must be 
ained at the expense of unfinished 
rs. The effect of this lack of coordi- 
n between output and the current 
of demand is now clearly reflected 
the U. S. Steel Corporation’s unfilled 
age report for April. 
pril orders on the company’s books 
| at 4,208,447 tons, a drop of 574,360 
from March. As a measure of de- 
pments, it is worthy of note that this 
he most unsatisfactory showing in 17 
ths. The previous low point was 
hed in February, 1922, when unfilled 
rs of the leading interest amounted 
1,141,069 tons, while at the bottom of 
1921 depression period they totaled 
542 tons. The April figures are thus 
ally below those last named. 


manufacturers 








COMMODITIES 


(See Footnote for Grades and 
Unit of Measure) 

~——— — --1924—_ -- 

High Low “*Last 

$40.00 $40.00 $40.00 

23.00 21.00 21.00 
0.14 0.12% 0.18% 
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1.09% 
0. 76% 
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(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
: pound; (4) Pennsylvania, $ per bar- 

(5) Pooi No. 11, Ty oi ¢ ) ‘Sper, 
ok York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 “Yellow, 
Chicago, $ per bushel; (9) Light, Chicago, 
$ per pound; (10) Top, ee Chicago, 

per Ib.; (11) Rio, No. 7, Spot, c. per 
b.; (12) First Latex crepe, c. per ib: 
13) Ohio, Delaine, unwashed, c. per Ib.; 
14) Medium Burleigh, Kentucky, — per 
b.; (15) Raw Cubas 96° Full Duty, c. 
ver Ib.; (16) Refined, c. per lb.; (17) | 
Newsprint per carload roll, c. per ib. 
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METALS—Copper market listless. 
proves statistical position, 
overshadow this gain. 
duction. 
put. 


to price situation. 


demand for goods. 





The Trend in Major Industries 


STEEL—Steel Corporation’s unfilled orders drop sharply to lowest total 
since February, 1922. Curtailment at steel mills continues. i 
remain unsettled and tend lower. 

Decline in stock of red metal im- 

but developments in 

Brass and copper manufacturers cut pro- 


TEXTILES—Buyers persist in hand-to-mouth policies. 
facturers still curtailing despite already marked reductions in out- 
Raw cotton and silk fluctuations add to uncertainty. 
SUGAR-—-Increase in production and stocks of raw sugar unfavorable 
New lows registered by refined and raws. 
grinding season prolonged by expansion in crop return. 
BUILDING—Construction activities slowing down. 
toward caution on part of leading interests. 
proceed along more normal lines. 
SUMMARY—Unfavorable weather conditions and political uncertain- 
ties receive brunt of blame for unfavorable business symptoms which 
continue to become more prominent. 
however, potent factor making for current hesitation. 
cline in manufacturing industries indicated by character of existing 


Prices 


industrial world 


Cotton manu- 


Cuban 


Noticeable tendency 
Industry expected to 


Overproduction in first quarter, 
Further de- 








Production of steel ingots during the past 
month showed a decrease of 19% from 
March, although actually the rate of de- 
cline in the closing week was greatly accel- 
erated. Production at steel mills is down 
to 65% of capacity, on the average, with 
no suggestion of stability as yet. Bank- 
ing of blast furnaces has increased to an 
extent closely approaching the conditions 
of 1921, while price declines are nu- 
merous. 





OIL 





Stocks Too Large 


The oil industry is in trouble again. 
Its latest deviation from the path of re- 
covery may be ascribed to improper treat- 
ment of last year’s ailment. Advancing 
prices during the latter part of 1923 and 
the early weeks of 1924 apparently 
encouraged a too liberal resumption of 
drilling operations, for with consumption 
much below expectations, stocks have 
been maintained at a dangerous total. Oil 
companies have had little or no oppor- 
tunity to bring inventories of crude oil 
and. gasoline down to less troublesome 
proportions. 

While unseasonable weather has un- 
questionably played a part in bringing on 
the present crisis, it is to be doubted 


whether it could well have been entirely 
avoided in view of the slump in indus 
trial activities generally. With the excep- 
tion of bunker oil, demand for refined 
petroleum products is uncertain. The 
strength in bunker oil is occasioned by 
its growing use as fuel for ships and more 
particularly by contraction in Mexican 
production of light crude 

Probably the most unfavorable fea 
ture of the present situation in oil is the 
failure of stored supplies to decrease at 
a season when such stocks should nor- 
mally begin to decline. That the industry 
will pass through the summer in a weak- 
ened condition now apparent. It 
is, accordingly, not surprising that price 
cuts should again be in order. Recent 
reductions in Pennsylvania and Mid-Con- 
tinent crudes probably further 
revisions. 


seems 


precede 





SHIPPING 





Some Betterment 


In its broader aspects the shipping sit 
uation is not greatly changed. That is to 
say, competition for business is still most 
marked and the industry continues to 
look hopefully to settlement of European 
problems for amelioration of its own 

(Please turn to page 139) 


123 





Copper Market in Doldrums 


Have Producers Over-Discounted the Future?—Imme- 
diate Prospect Not Rosy—The Long-Range Outlook 


ESPITE the fact that domestic cop- 

per consumption is running at the 

highest rate in the history of the 
metal and despite the fact that the cop- 
per metal market has enjoyed—if enjoyed 
is the right word—the most vigorous bull- 
ish propaganda during the last several 
months, the price of copper remains cu- 
riously apathetic. 

Glancing at the graph which accom- 
panies this article it will be seen that, fol- 
lowing the low points in the decline which 
were reached in the last half of last year, 
the metal experienced a recovery of about 
a cent a pound during the first third of 
the current year, but displayed no ten- 
dency to reach the higher levels which 
the optimistic reports anent the industry 
and which have been given wide publicity, 
would seem to warrant. 

It is a logical question to ask why, if 
consumption has overtaken production 
and stocks are now at what may be re- 
garded as normal, the price of copper is 
so sluggish. 


Statistics of Little Value 


One reason is that copper statistics no 
longer have their former significance. 





Copper bulls, and usually this means those 
who have copper metal or copper stocks 
to sell, point out that there have been 
no large new supplies of copper uncov- 
ered in years and that daily the older 
mines are being exhausted. These obser- 
vations are wholly true and, applied to a 
long period of time, are significant. But 
they are meaningless as far as the imme- 
diate future is concerned, for, as the cop- 
per bulls neglect to point out, there exists 
a great, potential capacity for increased 
production on the part of going copper 
companies. 

The Great War saw a demand for cop- 
per spring up almost over night such as 
the world has never seen before or since. 
In the manufacture of munitions no sat- 
isfactory substitute for the red metal has 
ever been found and consequently the 
warring nations were greedy for every 
pound of copper which the mills could 
turn out. For a while there was an acute 
shortage of copper as the record high 
price of 36c. a pound made in 1917 at- 
tests. Naturally the result was that every 
Tom, Dick and Harry with a copper 
property and money enough to get into 
production, could make money on their 
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outputs no matter how fantastic the prc 
duction costs. 

Another result was that the large wa 
profits provided the old-line produce: 
with funds for expansion of operation 
This course was followed by many con 
panies on a considerable scale. Provide 
there had been an increase in world con 
sumption following the war commensurat 
with the increase in consumption in th 
United States, the copper market woul 
have suffered little. 


Growth of the Porphyries 


The pressure on the copper metal mai 
ket occasioned by the backwash fro 
war purchases on the part of belligerer 
nations was relieved by the general cur 
tailment which took place in 1921-2. 
Curtailment, however, is an expensive 
remedy and one that can only be effec 
tively put into operation in times of dras- 
tic necessity. For it is a case of the stron 
holding the umbrella for the weak, a 
course which is particularly unpalatable 
to the low-grade or so-called “porphyry” 
producers which are dependent upon 
volume of output for low costs. 

In many cases, it is better business for 
a low-grade producer to operate at 1009 
of capacity on a 13c. metal market than 
at a 50% of capacity on a copper market 
one to two cents higher. The voluntary 
curtailment which has taken place in re- 
cent months has aided the copper situa- 
tion but has not solved the problem of 
low metal. 

The porphyry coppers are the domi- 
nant factors in the copper situation today 
With their huge ore reserves and grea 
plants they have a potential production 
capacity which is sufficient to take care of 
any demand for copper short of a world 
wide boom in the metal. Illustrative o 
this point follows a table giving the out 
put of six leading porphyries which hav 
reported for 1923, together with thei 
present productive capacity: 


1923 Output Capacit: 
(In Millions of Pounds 

183 

225 

103 

120 

115 

250 


* Estimated. + Copper sold. 


In these six companies alone, then, ther 
is a total potential productive capacity o 
(Please turn to page 143) 
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Hypothecation of Securities 


Legal Department 


Conducted by Louis Boehm of the New 


BROKER who buys securities for a 
A customer on margin may have the 
same transferred to his own name, 
id he is not obliged to deliver to the 
istomer the identical securities which he 
irchased for him. He must, however, 
ive under his control sufficient securities 
the same kind so that he will be in a 
sition to deliver them to his customer 
yon demand and upon payment of the 
mount due him. 
The broker, therefore, has the right to 
ledge his customer’s securities, if pledged 
parately from the securities of other 
ustomers, and may borrow thereon a 
im not greater than the amount due to 
m from the customer. Should the 
roker separately pledge the customer’s 
curities for more than the amount due 
» him from the customer, and should 
e broker not have in his possession or 
control other securities to replace them, 
> is guilty of a conversion of the cus- 
tomer’s securities, because the customer 
then could not obtain the securities by 
paying the amount due to the broker. 
Brokers, however, do not ordinarily 
pledge the securities of each customer 
separately. They usually mingle the se- 
irities carried by them for different 
customers and pledge them with their 
inks for one or more loans. Usually 
the amount of these loans is considerably 
rger than the amount due to the broker 
“om any one customer. Under this situa- 
tion, the customer could not obtain his 
curities by paying the amount of his 
debtedness to the broker. 


Legal Opinion Differs 


There has been some conflict of author- 
y in the courts of New York as 


tomers, the broker, as a practical propo- 
sition, can usually obtain the securities 
of any particular customer by paying less 
than the amount due from the customer. 
Should the broker become insolvent, the 
customer can obtain his securities by pay- 
ing his proportionate share of the whole 
loan. 

The question as to whether or not there 
has been a conversion of securities by the 
broker becomes of practical importance, 
should there be a decline in the value of 
the securities after the conversion. In 
that event the customer could recover 
from the broker the value of the securi- 
ties at the time they were converted, that 
is, pledged for more than the amount due 
from the customer. This would enable 
the customer to hold the broker for the 
loss caused by the decline, whereas, if 
the securities should go up, the customer 
could waive the conversion and take the 
profit. 

Under the Penal Law of New York, 
a stockbroker who pledges a customer’s 
securities for more than is due him from 
the customer and thereby causes a loss 
to the customer is guilty of a felony. To 
meet this law stockbrokers usually re- 
quire customers to sign agreements per- 
mitting them to pledge the customer’s 
securities for more than the amount due 
to the broker. Unless the stockbroker- 
age house with which the customer is 
dealing is of undoubted financial re- 
sponsibility, the customer should re- 
fuse to sign such an agreement. 

Where, instead of cash, the customer 
deposits securities as margin, the broker 
may pledge them to the same extent as 
securities purchased for the customer on 


York Bar 


margin, that is, to the extent of his ad- 
vances. If a customer has left securities 
in the possession of his broker against 
which there is no indebtedness due to the 
broker, the latter has no right to hypothe- 
cate them. To do so would be a criminal 
offense under the New York law. 


In Case of Broker’s Insolvency 


Whether securities purchased on 
margin by a broker who has become 
insolvent may be redeemed by the 
customer depends (1) upon whether 
he can identify the securities and (2) 
upon their situation at the time of the 
failure. Should the broker at the time 
of the failure have in his possession or 
under his control the identical certificates 
of stock which were bought by him for 
the customer, then, of course, the cus- 
tomer may redeem the same on the pay- 
ment of the amount due thereon. If at 
the time of the failure the broker was 
carrying certain stock certificates suffi- 
cient to fill the customer’s orders, they 
may be redeemed although the customer 
be unable to prove that they were the 
identical certificates originally purchased 
by the broker when he executed the 
customer’s order. 

Where the broker is carrying securities 
sufficient to satisfy the demands of all 
customers for those securities the cus- 
tomer may redeem, although he may be 
unable to show that any particular 
securities were carried for him. Where 
the broker carried a block of securities 
of the kind due to a particular customer, 
none of which can be identified as being 
carried for any particular customer, and 
if all of such securities are insufficient 
to meet the demands of all cus- 
tomers for that kind of security, 





) whether under those circum- 
ances the broker is guilty of 
mverting his customer’s securi- 
es. An earlier case held that he 
is, while a later case held that 

was not. In the later case, the 
ourt held that the broker was 
1ilty of a conversion only when 
1e customer tendered the amount 
wing to the broker and demanded 
is stock and the broker failed 
r refused to comply with the de- 
and. The question has not yet 
en finally passed upon by the 
ourt of Appeals, which is the 
ighest court in New York. As 
inks usually require more margin 
1 their loans to stockholders than 
ie brokers require of their cus- 


Subscribers to THE MAGAZINE OF 
WALL STREET are privileged to have re- 
course to the Legal Department if they 
require legal advice on their investment 
problems. Only questions that do not 
involve complicated legal research will 
be answered directly as such matters 
will be taken up from time to time in 
the regular instalments of this Depart- 


each customer may obtain his pro- 
portionate share of those securi- 
ties upon paying his proportionate 
part of the loan, not less, how- 
ever, than the amount due from 
him to the broker. 

If the securities of the customer 
are in the possession of the broker 
when he fails, the customer may 
obtain them by paying to the 
receiver of the broker the amount 
due on the securities. If the 
securities have been separately 
pledged for less than the amount 
due the customer, the customer 
may obtain them by paying to the 
pledgee the amount due him and 
paying the balance to the legal 

(Please turn to page 147) 
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Prairie Pipe Line Co. 








Indiana Pipe Line Co. 








Cumberland Pipe Line Co. 





Changed Status of Pipe Line 


Companies 


Why Pipe Line Securities Must Be Regarded in 
a New Light—Which Are the Most Promising? 


N the last decade, there have been 

fundamental changes in the pipe-line 

industry in this country. These 
changes have been slow but none the less 
positive and far-reaching. The net re- 
sult has been that the pipe-line companies 
have been compelled, more and more each 
year, to stand on their own merits in- 
stead of being protected subsidiaries, as 
they were before the Standard Oil disso- 
lution in 1911, or favored offspring as 
they were for some years after the dis- 
solution. 

A pipe line has been compared to a 
railroad with the cardinal distinction that 
in the case of the pipe line the freight 
alone moves. A pipe line is never built 
to create business as is often the case of 
a railroad. It is constructed to handle 
business already in sight, i.e., production. 


For years, the only pipe lines of im- 
portance in this country were those built 
by the Standard Oil to feed the Standard 
Oil refineries. When the Standard Oil 
of New Jersey was declared an illegal 
combination by decree of the U. S. Su- 
preme Court in -1911, the pipe-line com- 
panies were divorced from their parent 
companies and their stocks distributed to 
the stockholders of the parent companies. 
Although legally separated there re- 
mained for some years a real community 
of interests since the same stockholders 
owned both the parent companies and the 
pipe-line companies. 

As the older stockholders died and 
their holdings passed into estates and as 
new interests bought into both classes of 
companies, the community of interests 
became less and less, until at the present 
time there remains little more than a 
vestige of them. As was natural, there- 
fore, the refining companies began to get 
their oil where they could get it cheapest, 
irrespective of the interests of the pipe- 
line stockholders. The latter companies 
eventually could no longer depend upon 
the favor .and good-will of the refineries 
unless such was also to the advantage of 
the refineries. 

Commenting upon this subject, a field 
representative of THe MAGAZINE OF 
Watt Street wrote last November; 
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“It appears to me that the main 
Standard companies interested in the 
refining end of the business and who 
are almost the sole purchasers of the 
oil transported by the pipe lines, are 
about to break away from those sys- 
tems and use systems owned by them 
individually. The Standard of In- 
diana is now getting its crude through 
the Sinclair Pipe Line Co. of which 
it owns one half, the Standard of 
New Jersey is now getting its crude 
through two sources, one of which 
is the Humble Oil Co. which has a 
pipe line through Texas and which 
joins the Oklahoma Pipe Line which 
extends to most of the fields in mid- 
continent. The other is the Stand- 
ard Oil of Louisiana Pipe Line Co. 
which extends through Louisiana and 
up to the Arkansas fields. If the In- 








A pipe-line connection between ship 


and shore on the Mexican coast 





diana and New Jersey companies do 
not take oil from the old-line pipe 
lines, I believe that the earnings of 
the pipe-line companies will be ma- 
terially reduced for I cannot see any 
other source of distribution open to 
them.” 


Only a month after the above words 
were written, the Crescent Pipe Line 
Company passed its dividends for the 
first time in its history. This action was 
especially significant from the fact that 
Crescent was formerly a Standard of 
New Jersey subsidiary and also be- 
cause it was the first time that a 
Standard company or one of its former 
subsidiaries had omitted dividends. At 
the time, the explanation was made that 
the chief reason for the passage of the 
dividend was that unusual shipments of 
California crude had cut into net earn- 
ings.. This, however, did not tell the 
entire story. Investigation revealed that 
Standard of New Jersey actually used 
from 20% to 25% more of mid-continent 
oil in 1923 than in 1922. Much of this 
oil came from Texas and the mid-conti- 
nent fields via Houston and New Orleans 
and thence by water to Bayonne, N. | 
In other words, the big companies. are 
getting their crude where they can buy 
and get it transported to refinery the most 
cheaply. In considering the pipe-line sit- 
uation one must divest oneself of the idea 
that the former Standard Oil subsidiaric 
are still part of a great, though intar 
gible, Standard Oil unit. Otherwise on 
will draw conclusions at variance wit 
those warranted by correct premises. 

Last year was an exceedingly poor one 
for the pipe-line companies, perhaps th 
worst they have had since the dissolutior 
With one of two exceptions, earnings fe!! 
off from 1922 and in some cases the d 
clines were very considerable. In add 
tion to the tendency to break away fro! 
former pipe-line sources of supply, a 
ready commented upon, large shipment 
of California crude and the fact that the 
second half of the year was one cf de 
pression in the oil business, are the rea 
sons for the poor 1923 showing. Ther 
has been considerable improvement, gen 
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erally speaking, in the pipe-line situation 
since the beginning of the current year 
though the outlook can by no means yet 
be considered rosy, 

It is not the intention of this article 
to discuss in detail all of the companies 
mentioned in the accompanying table, as 
several offer little to the prospective in- 
vestor. Certain outstanding pipe liners, 
however, will be considered. Generally 
speaking, the pipe-line stocks are not 
especially recommended as offering 
the same degree of stability of income 
combined with prospective increment 
in market values which may be found 
n some other classes of securities. 
me of the chief reasons, the tendency 

the old-line refining companies to 
reak away from the old-line pipe com- 
inies, has already been dwelt upon. 

In the accompanying tabulation too 
uch significance should not be attached 
) current dividend returns for the rea- 
mn that many pipe-line companies do not 
ollow a fixed dividend-rate policy but 
1ake disbursements from time to time as 
arnings warrant. Pipe-line companies 
perating under the wing of the Stand- 
rd Oil refining companies and pipe-line 
ompanies operating on their own are two 
listinct propositions, Pipe-line companies 
vhich are strategically situated so as to 
be in a position to share in the develop- 
ment of new producing -fields without a 
wohibitive outlay, are the ones which 
ffer the most possibilities. 


PRAIRIE In this class, the Prairie 
PIPE LINE Pipe Line Company is 

conspicuous. Its 10,363 
miles of main trunk and gathering lines 
make it the largest pipe-line company in 
he world. In dollars invested, it is twice 
is large as any other pipe-line company. 
From the heart of Texas, its main trunk 
line sweeps northeast in a great arc, tap- 
ping Oklahoma, Kansas, Missouri, the toe 
of Iowa and across Illinois, where it 
hooks up at Griffith with the Indiana Pipe 
Line Co. There are branch lines also in 
\rkansas and Indiana. At the end of 
1921, the Interstate Commerce Commis- 
sion credited the company with pipe-line 
nvestments totaling $72,000,000 round 
gures, and other investments totaling 
$9,620,000. At the end of last year pipe 


lines and stations were carried on the 


company’s books at $83,518,000, Liberty 
Bonds at $2,764,000 and cash at $24,638,- 
000 


Prairie collects oil from more than 4,000 
producing leases. Its trunk-line system 
has a capacity of 250,000 bbls. daily and at 
present the company is shipping around 
120,000 bbls. daily. This company was 
organized in 1915 to take over the pipe- 
line properties formerly operated by the 
Prairie Oil & Gas Co. 

Of its stock, 270,000 shares, $100 par, 
were distributed as 150% stock dividend 
to the holders of the 180,000 shares of 
the Prairie Oil & Gas Co. Just before 
Christmas in 1922 the stockholders au- 
thorized an increase in capitalization to 
$81,000,000 and the directors authorized a 
200% stock dividend. Following is the 
company’s earning and dividend record 
since organization : 


Paid 

5% 
40 
35 
23 
12 
12 
12 
F15 
8 


Year Earned 
1915 

aa 
1917 
1919... 
1920... 
1921... 
1922... 


45.4 

. 33.1 
278 

.. 34.5 
Te 


*On new capitalization. + Also 200% 


stock dividend. 


In the latter part of 1923 runs through 
the company’s lines showed a considerable 
decrease but that was followed by a cor- 
responding increase as the following tabu- 
lation shows: 


Months 
1923 
October 
November 
December 


1924 


January 
February 
March 


Daily Average 


.. 80,673 bbls. 


. .127,182 
119,834 
118,991 


Through the strategical importance of 
the location of its lines, its large earning 


power and strong financial status Prairie 
Pipe Line is in a position to benefit from 
the bringing in of new fields in the tefri- 
tories which its lines traverse. This, in 
conjunction with its fine past earnings 
record as well as its history of energetic 
and conservative management, make the 
stock a logical first consideration in the 
matter of pipe-line investments. On the 
turn of the market we believe it could 
be safely purchased on an investment 
basis with excellent prospects for a 
satisfactory enhancement in market 
quotations. At 103, paying $8 per 
share, it yields 7.7%. 


While considerably 
smaller than Prairie, the 
Indiana Pipe Line Com- 
pany boasts the respectable total of 1,048 
miles of trunk and gathering lines, all of 
which are situated in the state whose 
name the company bears. Indiana is en- 
tering upon its thirty-fourth year, having 
been incorporated in 1891 under the In- 
diana laws. Its record has been one of 
prosperity. The company has an author- 
ized and outstanding capitalization of 
$5,000,000 consisting of 500,000 shares, 
par $50. Originally, the Indiana Pipe Line 
Co. was controlled by the Standard of 
New Jersey. In 1911, by direction of the 
U. S. Supreme Court in the famous 
Standard Oil dissolution case, the stock 
of Indiana was distributed pro rata to the 
stockholders of Standard of New Jersey 

Indiana’s pipe lines form an important 
link in an extensive system serving the 
Lima-Indiana oil fields. The company not 
only conveys practically all of the oil pro- 
duced in its native state, but is an impor- 
tant link in oil shipments destined to Can- 
ada and the Atlantic seaboard. The main 
line runs from the great refinery of the 
Standard of Indiana at Whiting, to the 
Ohio state line via Kankakee, Laketon 
and Preble, a distance of about 128 miles. 
The chief branch line extends from 
Preble to Montpelier where connection is 
made with the lines of the Ohio Oil Co. 
At Griffith, Indiana, this company receives 
oil from the Prairie Pipe Line Co. for 
delivery to the Whiting plant and points 
north. Oil destined for eastern points is 
turned over to the Illinois and Buckeye 

(Please turn to page 149) 


INDIANA 
PIPE LINE 
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ESSENTIAL 


Outstanding 
Capital Stock 
Mileage Millions) 
6,260 10 
315 1.5 
1,300 3 
4,675 5 
3,370 20 
Indiana ‘ 5 
Nat. Transit 6.3 
Northern 4 
N. Y. Transit oa 5 
81 
10 


Company Par 


Buckeye 
Crescent 
Cumberland 


Southern 100 
* Bid. 


cluding $20 extra. f-Including 4% extra. 


DATA ON LEADING PIPE LINE 


ns —-EARNINGS AND DIVIDENDS — 
(Per Share) 
Paid 
8.0 
3.0 
12.0 
10.0 
16.0 
8.0 
3.50 
10.0 
16.0 
12.0 
10.0 


20 
Paid 
8.0 
3.0 
12.0 
13.0 
18.0 
10.0 
3.75 
10.0 
£20.0 
12.0 
17.0 


Paid 
35.0 
3.0 
b12.0 
8.0 
14.0 
30.0 
1.75 
25.0 
296.0 
h16.0 
8.0 


Earned 
$8.72 
3.03 
24.12 
12.65 
14.0 
15.32 
1.83 
12.05 
10.98 
29.90 
9.82 


19 

Eorned 
$8.06 
2.43 
20.59 
10.86 
27.00 
9.58 
5.31 
9.99 
12.86 
$2.50 
13.15 


Earned 
$8.38 
2.81 
20.07 
8.52 
22.0 
11.63 
3.64 
11.32 
16.42 
38.50 
10.90 


a-Feb. 20, 1923, stockho'ders received $25 cash and stock of $25 par for old stock of $50 par value. 
each were paid on new stock and none since. b-100% stock dividend Dec. 30, 1922. c-Not reported. d-Dividend passed December 1923. e¢-In- 
g-Including 80% extra. 


h- 200% stock dividend. 





COMPANIES 


_— 


1923 
Total 
Paid Surplus 


6.75 $3,816,000 
a26.13 272,011 
26.21 10.0 1,255,000 

6.49 11.0 3,553,000 
c 11.0 4,326,000 
9.65 8.0 1,872,000 
2.01 2.0 4,652,000 
7.70 10.0 235,000 
4.77 10.0 1,320,000 
19.64 8.0 9,876,000 
5.47 10.0 1,717,000 


Recent Div % 
Price Rate Return 


6.3 
8.8 
8.2 
44 
8.6 
4.7 
10.3 
2.5 
7.7 
8.2 


1923 
Earned 


$5.31 
-74 


A 
oo 


63 
*13 
135 

97 
136 

92 

21 

$7 

80 
103 

97 
Three dividends of 37%4c 


~~ 
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The inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
subscriber, you are entitled to receive 
FREE OF CHARGE a reasonable num- 
ber of PERSONAL REPLIES BY MAIL 
OR WIRE on any security in which 


SERVICE SECTION 


ANSWERS TO INQUIRIES, 


SUBSCRIBERS—ATTENTION! 


As a yearly 


you may be interested. The inquiries pre- 
sented in each issue are only a few of the 
thousands received—43,000 in 1923. The 
use of this personal inquiry service in con- 
junction with the Magazine should help 
you to get hundreds or thousands of dol- 
lars of value from your $7.50 subscription. 
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STANDARD MILLING 
Decline in Stocks 


It has always been my impression that 
Standard Milling Company was u strong con- 
cern and felt no need to worry over an in- 
vestment of a portion of my funds in the pre- 
ferred and common stock. In the past few 
months, however, both these issues have de- 
clined sharply and I have been wondering 
whether anything has developed in regard to 
the affairs of the company that would jeopar- 
dize the interests of stockholders.—R. C. G., 
Allenhurst, N. J. 


Operations of the Standard Milling 
Company for the past few years have not 
been on a very satisfactory basis. For 
the years ended August 3lst, 1922, and 
1923, the present dividend rate of $5 a 
share on the common stock was barely 
earned. The reason for these low earn- 
ings as compared with preceding years is 
probably due to the fact that milling ca- 
pacity greatly increased during the war 
period and now that the demand is lower 
Standard Milling has had very severe 
competition to meet. Another unfavorable 
development has been increased competi- 
tion from Canadian milling concerns. As 
far as the preferred stock is concerned, 
we believe it is entitled to be classed as 
a good business man’s investment, for 
even in 1922 and 1923, when earnings 
were low, the dividend on this issue was 
earned 2% times over. The common 
stock, however, must be rated now as 
highly speculative as the 5% dividend rate 
is being earned with only a small margin. 
Whether the dividend will be earned in 
the current fiscal year is uncertain as the 


company’s business is understood to be 
only fair at present. Standard Milling 
is in good financial condition and may be 
able to maintain the common dividend, 
but this is by no means definitely assured. 


MUTUAL OIL 


A Well-Rounded Organization 


When Mutual Oil acquired the Continental 
Oil Company I considered this a favorable de- 
velopment and backed my judqment to the ex- 
tent of purchasing 100 shares of Mutual Oil 
stock around 13. It is now under $10 a share 
and I would very much like to know what the 
prospects are of getting my money back. 
Any light you can throw on this subject will 
be appreciated.—A. T. C., Syracuse, N. Y. 

The decline in Mututal Oil stock has, 
in our opinion, been due to the downward 
trend of oil stocks in general rather than 
to anything unfavorable in regard to the 
company itself. We agree with your 
conclusion that the acquisition of Conti- 
nental Oil was a favorable development 
for Mutual as the former is the largest 
distributor in the Rocky Mountain States 
and gives Mutual a good market for all 
of its present large production. The re- 
cent cut of 25 cents a barrel in the price 
of Mid-Continent Crude has been an un- 
favorable development in the oil industry 
and the most that can be expected now 
is a fair year for the oil companies. If 
you are willing to hold the stock for a 
long pull we feel there is an excellent 
chance of, ultimately recovering your loss, 
although we do not believe an early ad- 
vance is probable. In fact, the stock may 
temporarily sell somewhat lower. 





for $25. 


securities. 





SPECIAL REPORT DEPARTMENT 


E have had so many requests for special reports on lists of securities 
and for complete analytical reports on individual stocks and bonds 
that we have organized a Special Report Department to handle 

this work. Charges will vary with the amount of research work neces- 
sary but in all cases estimates will be submitted. A complete report on 
any stock or band listed on the New York Stock Exchange will be supplied 
In analyzing lists of securities definite r 
made and desirable switches suggested. This new service does not in any 
way interfere with the present free service supplied by the Inquiry Depart- 
ment to subscribers which entitles them to a brief report on any three 


dations are 











U. S. GYPSUM 
Helped by Building Boom 


Part of my stockholdings consist of Unite 
States Gypsum common stock, and on th 
commitment I have a very substantial pros 
I purchase stocks for the long pull, only sel 
ing when I consider a stock has done as we 
as can be expected for at least some time 1 
come. At the present time I am serious 
considering accepting my profit in Gypsu 
common. Would like to have your opinion a: 
to the advisability of doing this based on 
sone pull point of view.—A. M. 8., Chicag: 
u. 


United States Gypsum Co. is the leading 
producer of Gypsum products, the great 
demand for which comes from the build 
ing industry. The building boom ove 
the past three years has greatly benefite:! 
the company, and earnings have shown 
very rapid expansion. Net profits for 
1921 were 1.7 million, in 1922 they jumped 
to 3.1 million and in 1923 touched a ne 
high record of 5 million. Through stock 
dividends paid at various times, outstanc 
ing common stock has increased to 295 

"584 shares as compared with 197,434 
shares in 1920. Earnings in 1923 wer 
equivalent to $15.60 a share on the pres 
ent outstanding stock. There are man 
indications that the building boom has 
already seen its peak and that building 
activities from now on will gradually r« 
cede. Under these circumstances the. out 
look for U. S. Gypsum earnings is not a 
favorable as it has been and, while th 
company is in very strong financial con 
dition, we do not believe you would mak 
any mistake in taking your profit at thi 
time. 


MAGNOLIA PETROLEUM 
Large Storage of Crude Oil 


I would appreciate having your advice i 
regard to Magnolia Petroleum. Do you con 
sider the outlook sufficiently encouraging 1t 
warrant retaining this stock or is it best t 
dispose of it?—H. E. G., Detroit, Mich. 

Magnolia Petroleum for 1923 reporte: 
earnings after liberal deductions for de 
preciation and depletion equivalent to $4.5 
a share on the 180,000 shares of stock 
This compares with $3.59 a share earne: 
in the previous year. In 1923 Magnoli: 
acquired one of the largest stocks of crud: 
oil in the Mid-Continent field, estimate: 
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over 20 million barrels, and 
this oil was acquired at a low 
ice level, the better market pre- 
iling this year indicates im- 
oved earnings. Of course, the recent 
t of 25 cents a barrel in the price of 
id-Continent crude has been.an unfavor- 
le development for the company in view 
its large storage, and while profits will 
doubtedly be greater than in 1923 they 
. ll not be as high as was anticipated 
rlier in the year. We consider Mag- 
lia Petroleum stock to have reasonably 
1d long-pull possibilities but do not con- 
ler it advisable to retain the stock at 
s time for we feel that the trend of oil 
‘urities generally is downward. If sold 
present prices, the opportunity will 
ybably be presented later on to acquire 
stock at lower levels. 


ALLIED CHEMICAL 
Strong Financial Condition 


illied Chemical common stock I notice has 
ently been quite strong in spite of the gen- 
uly weak market. Does this forecast, in 
ir Opinion, an early increase in the divi- 
d? Do you believe it advisable to hold 
k purchased at lower levels or to take 
fits?——F. A. T., Binghamton, N. Y. 


Allied Chemical & Dye for the year 
ded December 31st, 1923, earned $7.53 
share on the common stock of which 
te is 2,177,843 shares of no par value 
tstanding. This compares with $5.58 a 
ire earned in 1922. For a stock selling 
ove 70 this is not a very large earning 
wer and in view of the downward ten- 
ncy of general business which is quite 
sure to have its effect on the operations of 
is company we consider the stock to be 
sh enough at present levels and advise 
fit taking. As regards a higher divi- 
nd rate, it is possible that this action 
iy be taken as the company is in very 
ong financial condition, working capi- 
| at the close of 1923 being close to 90 
llion with ratio of current assets to 
rrent liabilities of nearly 9 to 1. Should 
dividend be raised to $5 or even $6 we 
not consider that the stock under pres- 
t market conditions would be entitled to 
| very much higher than present levels, 
1 as this dividend increase is decidedly 
certain we see no reason for retaining 
stock. 


WHITE EAGLE OIL 
Good for Long Pull 


DO you consider White Eagle Oil a satis- 
tory stock for a business man to hold for 
ome return and possible appreciation in 
ue of the principal?—B. N., Philadelphia, 


White Eagle Oil & Refining Company 
; a well rounded organization, being a 
ducer, refiner and distributor. The 
npany’s operations are largely confined 


seen bemeesrsenemerereneersrs 


present selling price, we feel that 
the stock has discounted the situa- 








to the Mid-western states. White Eagle 
has shown a consistent earning power for 
a number of years and even in 1923, a very 
poor oil year, earned $2.93 a share on the 
stock after depreciation and depletion 
which compares with $5.82 a share earned 
in 1922. Earnings for the first quarter of 
1923 were equivalent to $2.19 a share on 
the stock before depletion. From the long 
pull point of view we consider the stock a 
good holding. 


CHANDLER MOTOR 
Not a Strong Company 


Can you advise me what to do with Chand- 
ler Motor stock on which I have a 20-point 
loss?—G. F., Morristown, N. J. 


We regard Chandler Motor Car stock 
as very highly speculative, nor are we 
enthusiastic over the outlook for the auto- 
mobile companies for the remainder of 
the year. Competition is very keen, and, 
while Chandler in the past has been able 
to earn its dividends, there has been only 
a small margin left over and working 
capital position is not especially strong. 
Under the circumstances it is our fear 
that the company may not be in position 
to successfully compete with the stronger 
companies having better financial re- 
sources, and, in that event, dividends on 
the stock may be reduced or passed. You 
paid such a high price for your holdings 
that it is very hard to advise you, and we 
are loath to recommend acceptance of 
the loss which would be entailed in dis- 
posing of the stock at present levels, but 
as a speculation, we will say that we are 
more impressed with the outlook for 
White Motors stock selling around 50. 
It is our opinion that there are opportuni- 
ties to recoup some of the loss you have 
suffered in your Chandler in White Mo- 
tors stock. 


UNITED SHOE MACHINERY 


Westinghouse Electric More 
Attractive 
I have 50 shares of United Shoe Machinery. 
Do you consider this stock a thoroughly sound 


investment? Are stock dividends likely soon? 
—C. T., Lynn, Mass. 


We do not regard United Shoe Ma- 
chinery Corp. common stock as an invest- 
ment. In our judgment, it must be re- 
garded as speculative. From the stand- 
point of the company being able to main- 
tain its $2 annual dividend on the stock, 
we will say that it is our judgment United 
Shoe Machinery will be able to do so 
without difficulty, although we do not an- 
ticipate any stock dividend on the shares 
for a long time to come. Based on the 
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tion of the company and that there 
are better opportunities available 
in other directions. From both the in- 
vestment and speculative standpoint, we 
feel that Westinghouse Electric Mig 
common stock, which is selling at around 
56 and paying dividends at the rate of 4 
per annum, is a more desirable holding. 
(Please turn to page 138) 





HINTS TO MONEY MAKERS 


HE recent cut of 25 

barrel in the price of Mid-Con- 

tinent at the time of the year 
when the oil industry is entering the 
period of greatest consumption, very 
definitely ends the hope of a boom 
year for this industry. However, no 
such decline is likely in oil prices as 
occurred in the latter part of 1923, 
and the strong companies can be ex- 
pected to make a reasonably good 
showing this year. In view of gen- 
eral market conditions, however, this 
group does not offer good possibili- 
ties of early profit on the long side. 

“—_ 2 oe | 


cents a 


The inquiry department is in re- 
ceipt of frequent requests for lists 
of stocks of companies that should 
not be adversely affected by a gene- 
ral slowing up in industry. The fol- 
lowing companies meet this require- 
ment and can be regarded as attrac- 
tive long-pull holdings. 

International Telephone & Tele- 

graph, 

American Telephone, 

Reynolds Tobacco, 

Schulte Retail Stores, 

National Dairy Products, 

Consolidated Gas. 

+ + * + * 

For the first quarter of 1924, the 
Southwestern Roads made the best 
showing of any railroad group, and 
indications are that traffic in this sec- 
tion will hold up fairly well. As a 
result of improved earnings in the 
southwestern roads there are several 
attractive opportunities of a semi- 
speculative nature in the junior 
bonds. Seaboard Air Line adjust- 
ment 5s at 56, Missouri, Kansas & 
Texas adjustment 5s, at 54, Missouri 
Pacific general 4s, at 57, and St. 
Louis & San Francisco income 6s at 
64 appear to be desirable purchases 
at this time. 

on 2 6 6 

Under present conditions many 
stocks that are selling on a very high 
yield basis should be avoided, for 
with general industry on the decline, 
it is probable that many of these 
dividends will be materially reduced 
or passed. It is a good time to bear 
in mind that old Wall Street saying 
“at a great bargain pause.” 
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Have Bank Failures Ceased? 


Lessons to Be Learned from Collapses in 
the Northwest—Some Preventive Measures 





OME interesting facts with 
reference to the banking sit- 
uation in the Northwest have 
lately been brought to light in 
connection with Congressional and 
other inquiries into the status of 
affairs in the grain-growing states. 
The possibilities of the case have 
been emphasized by the recent 
failure of the Capital Trust & 
Savings Bank of Minneapolis, 
Minn., which, with its $6,000,000 
of deposits, was a fairly large 
institution for that part of the 
country. 
The state of things in the 
Northwest has been the source 





INCE January 1, 1924, over 325 

banks have failed in the North- 
west. 

This total is not so impressive when 
it is remembered that most of the 
banks which failed were small and rel- 
atively weak institutions. 

Nevertheless, the fact that so many 
banking units had to go out of busi- 
ness is legitimate ground for anxiety. 


Canadian experience has seeme | 
to show that a branch bank cou! 
not be made to pay in a town thz 
did not have something like 1,0( 
inhabitants. If a branch bank 
would not pay in such a place, an 
independent bank certainly woul: 
not, on account of the greats 
overhead it must bear. Neverth« 
less, many banks have been estal 
lished both in the Northwest and 
elsewhere which have a clientel 
much smaller than 1,000 person 
to draw upon. 

The result has been the creation 
of a great many small weak bank 
under state laws, while at th 








of a good deal of anxiety, not 

only to the administration but to bankers 
in the Eastern part of the country for 
some months past, and it is important to 
form some conclusion as to the real sit- 
uation and outlook, as well as with refer- 
ence to the prospects for the early fu- 
ture. 

A good many of the banks in the 
grain-growing states are, like others, car- 
rying balances with banks elsewhere in 
the country; and from time to time ask- 
ing these others for accommodation when 
circumstances seem to require it. This 
makes the present state of things, on the 
scale which has now developed, one of 
national significance and interest. 


Extent of Bank Failures 


It is probably not realized that the ex- 
tent of the bank failures in the North- 
west has been a good deal broader than 
has been generally stated. According to 
the facts now at hand, the total number 
of failures since January 1 is over 325, 
a total which seems large when stated 
numerically, but is not so large when 
it is remembered that the banks which 
failed were most of them small weak 
institutiens with comparatively _ trifling 
assets so that the aggregate of the assets 
of the failed banks is not as alarming as 
it otherwise would be. 

Nevertheless, the fact that so many 
banking units actually had to go out of 
business is a legitimate ground for anx- 
iety, since it means that a great many 
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communities have had to bear the burden 
and suffering resulting from the closing 
of one or more banks in their area. This 
of course means tremendous inconvenience 
to business, as well as the tying up of 
the savings of the depositors. 

The fact that the failure movement has 
now gotten into one of the large cities 
of the Northwest has, of course, added 
significance to the Northwestern condi- 
tions, particularly in view of all that has 
been done through the establishment of 
the new Agricultural Credits Corporation, 
and through the extension of the life of 
the War Finance Corporation, to provide 
aid for banks that are deserving of as- 
sistance. 

This very phase of the matter is the one 
that is receiving most attention just now, 
since it appears that there are two general 
troubles with nearly all of the weak 
Northwestern banks: (1) the freezing of 
assets in long term for such as land mort- 
gages, and (2) the depreciation of paper 
and assets through reduction of prices of 
lands and securities. It is along these 
lines that an important warning is af- 
forded to country banks in other sections. 


Northwest Situation Unfavorable 


It is also to be borne in mind that the 
Northwestern situation has been unfavor- 
ably affected by causes which are peculiar 
to the banking organization itself. One 
is the “over-banking” which has been 
going on there. 


same time there has been a move 
ment out of the national system becaus 
of the greater amount of freedom in 
making loans which is offered to banks 
under state systems. 

It would appear that, within the past 
five years, 173 national banks, with capi 
tals of over $100,000 each, have given up 
national charters and taken out state 
charters, while during the past few 
months, this movement has been gaining 
strength and has also affected the smal! 
banks very materially. 

Another phase of the same movement 
is seen in the fact that comparatively 
few small banks now organize with na 
tional charters, preferring to organize 
under state laws because of the fact that 
they are allowed to start under muc! 
more liberal conditions as regards capi- 
tal, and are much more freely conducte: 
with smaller supervision when they hav. 
started. 

All this tends to weaken the situatiot 
in the Northwestern states, because suc! 
small banks are not nearly as well abl 
to carry the strain resulting from losse 
or the freezing of their assets; and are 
moreover, far less able to get assistanc 
when they need it. 

The question whether the end of th 
present movement has come or not can- 
not, of course, be absolutely answered 
but there is considerable reason for be- 
lieving that, if not already arrived, it is 
well within sight. The ultimate cause o/ 
the bank failures referred to has bee: 
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e falling of prices in the grain regions 
th for land and its products. Appar- 


ntly, judging from conditions during the 


st year, grain prices have about struck 
ttom and such movement as now occurs 
likely to be upward. 

Bank failures occur always a good 
hile after the losses which produce the 
lure. The present epidemic is the re- 


sult of the “slump” in agricultural prices 


ich started about two or more years 

While there may easily be a good 
iny more failures here and there in the 
gregate, it seems probable that they 


will be the outgrowth of conditions which 
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tre rg¢tpecws 


ve already developed and whose full 
ength has been felt. 

The place where danger is now to 
> most expected appears to be in the 
1all banks of the cities which have 
come considerably involved in real 
state loans based on property at in- 
ted prices, or which have been sus- 
ining industries that have been 
-gely “over-boomed,” by buying their 
per in large quantities. Along these 
es difficulty may be anticipated, due to 
' fact that the building “boom” is now 
parently approaching its end, while 
its are pretty generally at “peak,” or 
st it. 

\s rents come down slightly, and as 
sation on land grows heavier—both 
vements that are now in progress—land 


values will fall, and loans secured by real 


tate either directly or indirectly will be 
izardous, probably resulting in the ne- 


cessity that banks take over a good deal 


this type of security and carry it. 


They will thus get into a frozen condition 
analogous to that of the country banks. 


In those parts of the country where the 
untry banks have not suffered very 


everely thus far, careful watch should 


kept because of the danger that in the 
ent of a reduction in the local price of 


land or of special local products, such 


cotton, a situation similar to that of 


the Northwest (although probably not so 
ntense) may develop. 


There are some very obvious preven- 


ive measures which banks that are feel- 
ing the strain due to the freezing of a 


rt of their assets, or due to severe with- 


lrawals of deposits, may take in order 


time as 


ward off any possible danger. They 
nnot, of course, throw overboard their 
ozen assets at a sacrifice, because of 

heavy loss that would be entailed 
‘reby. They can, however, make ar- 
igements to borrow on these assets in 
se of necessity, instead of waiting until 
last moment and then finding it im- 
ssible to get assistance because they 
ve nothing that is available. A good 
al can be done in this latter direction. 
Banks which are finding it hard to keep 


up their reserves, should, if they are mem- 


rs of the reserve system, state their 
uation frankly to their reserve bank 
id solicit its advice and assistance, in- 
ad of deferring this action until such 
public uncertainty may force 


trem to take the step even though they 


1y not deserve it. Those banks which 
e not members of the reserve system 


should make an arrangement of the same 


tt with their city correspondent, in 


for MAY 24, 1924 


order to be certain of getting the aid 
they need from such correspondent, or 
through it, from a reserve bank, 

Every bank which is having trouble in 
maintaining its reserves should likewise 
abstain from new commitments which put 
it into a more extended condition, even 
though such abstention may result in los- 





What Most Hurt 
the Northwestern 
Banks 





The 
Freezing of 
Assets 
in 
Long-Term 
Paper 


J 


Depreciation 
of 
Paper Assets 
Through 
Price 

Reduction | 


4 


“Over- 
Banking” 











ing some very deSirable profit-making 
opportunities. In some cases, it would be 
well for banks which have felt “pinched” 
to make an effort to raise new capital in 
order to strengthen themselves against 
any possible strain from which they may 
suffer at a later date. 

All these are measures which can prob- 
ably be taken with greater success and 
better prospect of sympathetic attention 
now than at any time in the past, due to 
the enormous amount of gold and unused 


banking resources which exist in the 
country as a whole. 

It is probable that the general reees- 
sion of business in some parts of the 
country which has swept out of existence 
the great number of small banks already 
referred to will prevent communities in 
which they were situated from attempt- 
ing to get, or from getting, new banking 
facilities for some time to come. As has 
already been stated, there was a condition 
of “over-banking” in many sections, and 
this certainly ought not to be repeated. 
However, there are a good many com- 
munities in which new banks will have to 
be started. 

The question whether they will come 
as fast as they ought to—where they are 
needed — under the present independent 
banking system, is an important one. 
They would probably come much faster 
under a reasonable branch banking sys- 
tem similar to that of Canada in a modi- 
fied form. Of the more than 320 failures 
since January 1, over two-thirds had capi- 
tals of less than $250,000, while over 
seven-eights were under $100,000. 

No branch banks have failed, the ap- 
parent inference to be drawn being that 
the latter are more secure, while it is cer- 
tainly much easier to establish them as 
well as cheaper to operate them. It seems 
likely that there will be an extension of 
branch banking under state laws in some 
parts of the country which have suffered 
a good deal from bank failures, although 
this of course is still a matter for the fu- 
ture to determine. A good deal will de- 
pend in the next few months upon the 
character and size of the crops that are 
raised. If 1924 should prove to be a good 
agricultural year, the epidemic of bank 
failures will be likely to come to an end, 
so far as the country districts are con- 
cerned, leaving the problem of the city 
bank, especially the small city bank, still 
unsettled. If 1924 should prove to be a 
poor crop year, or if, what is not likely, 
a reduction of prices for agricultural 
products should occur, the result might 
be to intensify present conditions and put 
more banks into an embarrassed condi- 
tion even though actual failures should 
be suspended or reduced. 

What has happened during the first 
quarter of 1924 necessarily means that 
the banking year is hardly likely to turn 
out as well as did 1923. On the surface, 
1923 was a very prosperous year. Every 
small bank loss, of course, inflicts some 
loss on other banks which are holding its 
obligations. This kind of loss probably 
is not very serious in the aggregate thus 
far, owing to the small size of the banks 
that have failed. However, the very ma- 
terial reduction in the rate of interest is 
limiting the earnings of city banks, while 
as already explained, there are still a 
good many losses to be taken on over- 
inflated real estate and in other ways. 

Hazardous loans, or loans involving 
long-term commitments, or loans made 
for the purpose of carrying farm prod- 
ucts, or fresh real estate loans, should 
in general be avoided. For similar rea- 
sons, banks should endeavor to exercise 
reasonable economy at every point where 
conditions wi!l allow. 
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A Tendency to Guard Against in the 
Commercial Paper Market 


Why the Flood of “New Names” Now Ap- 
pearing Should Not Be Too Readily Absorbed 





Wy ACK of active demand among 
customers has led a_ good 
many banks, particularly with- 

in the past few months, to resort 
more and more freely to the com- 
mercial paper market. With funds 
unusually abundant and compara- 
tively little demand at home, a 
good many banks in country dis- 
tricts, particularly where there had 
been a fairly prosperous year, have 
found themselves in a position to 
take on some outside investments, 
and the result has been, within the 
past six or eight months, the de- 
velopment of an unusually large 
volume of “bought paper” in the 
hands of not a few. 

Inasmuch as very few institu- 
tions are in a position to make a 
careful analysis of such paper, they 
have found it necessary, as usual, 
to rely very largely upon the rec- 
ommendations of paper houses and 
others, and they have not been able 


**All this amounts to the 
statement that conditions in 
thecommercial paper market 
are today steadily changing 
and that a situation now pre- 
sents itself which will repay 
very thoughtful examination 
by banks which are endeav- 
oring to keep their portfolios 
full in order to avoid a re- 
duction in earnings.”’ 


bank and sometimes from banks in 
the cities where the head office 
the borrowing concern is locate: 
If nothing unfavorable comes back, 
the buying bank usually holds the 
paper. 

The trouble is that there are a 
good many names on the mark:t 
now that are not very widely 
known, so that a negative report 
is received which merely informs 
the prospective buyer that there :s 
little or nothing to the discredit of 
the concern that has put out the 
paper. This seems to make some 
elements in the existing supply cf 
commercial paper less reliable as 
an investment of a bank’s secon- 
dary reserve than has been the case 
for a good while past. 


Some Dangers to Be Watche 


Much of the paper of this sec- 
ond-quality description is quite evi- 
dently the product of concerns 











to make any close analysis them- 
selves of the character of the paper 
they were buying. This, of course, is 
usually the case, but at the present time 
some uncertainties in connection with the 
paper market and the business situation 
generally have rendered the practice a 
little more hazardous than usual. 


Choice of Portfolio 


There is one factor in the situation 
which has specially tended to turn the at- 
tention of the banks toward commercial 
paper. This has been the low rate ob- 
tainable in any other direction. Eighteen 
months ago, the banks were using their 
spare funds in buying bonds and a good 
many of them did very well in that field, 
obtaining high-grade securities at rela- 
tively low cost, and either holding them 
at a good income return or else selling 
them at satisfactory profit. They cannot 
buy bonds to very good advantage now, 
and a number have lately been subjected 
to severe loss on their bond account, due 
to the fact that they have “gone in” rather 
too heavily for industrial securities which 
have suffered from depression of busi- 
ness and reduction of earning power. 

On the other hand, the extreme quiet 
that has prevailed in the stock market, 
coupled with very low rates for money, 
has prevented the banks from putting 
their funds to work in that direction at 
as good a rate of return as they nor- 
mally get. On the whole, then, a good 
many of them .have reached the conclu- 
sion within the past few months that 
commercial paper investments were as de- 
sirable as they could make. Due to the 
demand that has made itself felt in the 
commercial paper market, however, and 


to the great abundance of funds the prime 
names have been able to command very 
low rates and -today there is no more 
profit to be made in commercial paper 
than there is in the stock market, and no 
more in either than can be realized from 
the highest grade of bonds, if as much. 


Turning to Second-Grade Names 


One result of this situation has been 
the development of a large list of second- 
grade names in the paper market. Some 
houses have been bringing out paper 
which they think well of but which is not 
widely known and originates with con- 
cerns that have not until very lately gone 
into the paper market at all. 

There is other paper which originates 
with houses that have in the past had a 
moderate sale in their own immediate 
neighborhood, but are now reaching out 
and trying to take advantage of the bet- 
ter rates that prevail in the more distant 
financial districts. A good deal of this 
paper comes from southern and south- 
western points, and some of it from Can- 
ada. It is being offered to the banks very 
freely at rates that are anywhere from 
1 to 14%4% above the actual market rate 
for the very best names current at the 
time. 

This is a strong temptation to a good 
many banks that want to make dividends, 
especially in view of the prevailing prac- 
tice of selling the paper on ten days’ 
option. The bank to which the paper is 
offered takes it with the privilege of re- 
turning it within that period, and in the 
meantime makes all the inquiries that it 
can, frequently from its correspond :<t 


which are carrying fairly large in- 
ventories, many of them too in the 
textile trades. In view of existing con- 
ditions in textiles, such paper is, there- 
fore, deserving of -very careful study be- 
fore actual purchases are determined on. 
It should, however, be studied not only 
from the standpoint of the statement- 
showing of the concern which issued it, 
but also from the point of view of the 
trade or industry to which the concern 
belongs. As is well known, a very large 
quantity of automobile paper is being 
floated in this way, although the method 
there is different, most such paper com- 
ing on the market through finance com- 
panies instead of direct. There is the 
same reason for caution, however, in tex- 
tiles as there is in automobiles—and in 
some branches of the textile trade more 
reason—for decided care and thoughtful 
study of credit than there is elsewhere. 

All this amounts to the statement that 
conditions in the commercial paper mar- 
ket are today steadily changing, and that 
a situation now presents itself which wi!! 
repay very thoughtful examination by 
banks which are endeavoring to keep their 
portfolios full in order to avoid reduc- 
tion of earnings. They cannot afford to 
get into a position in which they must 
“tie up” their funds, due to temporary 
non-payment merely for the sake of 
small addition to current earnings. 

On the other hand, concerns which ar: 
strugg!ing against somewhat adverse bor- 
rowing conditions are not in any truc 
sense aided by getting access to funds 
that they really ought not to be using, 
for the maintenance of a volume of busi- 
ness which may be worse for them thai 
reduction of plant activity. 





Original and only one-piece steel base, hollow centre truck tire 


emi~Pneumatic defined 


in terms of Pertormance 


Eventually a truck tire tells what it is in figures of mileage; the 
Goodrich Semi-Pneumatic is ready to report on itself. After 
nearly three years of service with all types of trucks and every 
sort of work to which a truck can be put, the tire speaks for 
itself in the words of men who bought Semi-Pneumatics and 
watched them prove themselves. 


The first performance of the tire, wrote a new word, Semi- 
Pneumatic, into truck parlance; its final rendering of service 
has given the word a meaning unique among truck tires. .... 
Its records prove Goodrich in Semi-Pneumatics builded better 
than we knew, and praised them more conservatively than 
we dreamed. 


odrich 


cfemi-Pneumatic 
TRUCK TIRE 


MAY 24, 1924 


The records 
that we print here carry 


a valuable message for 
every owner and operator 
of a truck: 


Buses Roll Up Mileage... “We 
have forty-two buses in operation 
daily, and practically all our equip- 
ment has been standardized to Semi- 
Pneumatic Tires ... The mileage we 
receive averages between 30,000 and 
40,000 miles ... We know that the 
easy-riding qualities of the tire go a 
great way towards reducing the run- 
ning expenses of our equipment.” 
C. H. Bean, Long Beach Transp. 
Co., Long Beach, Calif. 
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Big Figure Mileage .. . “To date our 
Semi-Pneumatics have covered ap- 
proximately 20,000 miles and show 
little sign of wear. In ouropinionthis 
is wonderful service, considering the 
excessive loads we carry, and we will 
be very much surprised if these tires 
do not deliver at least 35,000 to 
40,000 miles.” . .. Thos. F. Ken- 
nedy, John T. Kennedy Sales Co., 
Kansas City, Mo. 
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May Last Four Years... “We have 
at the present time, fifteen of our 
twenty-eight trucks equipped with 
Goodrich Semi-Pneumatics . . . Judg- 
ing from past performances and the 
present condition of the’oldest tires, 
we believe they will give us about 
four years’ service.” ... J.T. Calla- 
ghan, The Baker Evans Ice Cream 
Co., Cleveland, O. 
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Read Between the Miles . . . “In 
December, 1921, we bought six new 
2-ton Macks, and specified your 
36 x 5 Semi-Pneumatic equipment 
all around... The tires ride easy, 
they give the motor wonderful pro- 
tection, they protect the load and 
are the best non-skid tires we have 
ever had on any of our trucks... 
Some of the Semi-Pneumatics have 
already gone over 20,000 miles and 
if you were to look at them today, 
you would think the tires were put 
on a month ago, for you can still see 
the grooves” . .. Buckley- Newhall 
Co., New York City. 
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The nearest Goodrich Truck 
Tire Distributor has many similar 
records of Semi-Pneumatic per- 
formance, but these are only part 
of the remarkable story of what 
Semi-Pneumatics can do for your 
truck. 


Caution: Only Goodrich makes 
Semi-Pneumatics, and the name 
stamped on the side of a truck tire 
is your guaranty of it. 


THE B,. F. GOODRICH RUBBER CO, 
Akron, Ohio 
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I SAY IT WOULD BE A FOOLISH GOVERNMENT THAT 
DID NOT ACCEPT THE FORD OFFER 
(Continued from page 93) 








a red herring across the Ford trail. It 
is impossible to speak now of them in de- 
tail, much as I would like to. It is the 
judgment of our committee and of the 
House of Representatives that the Ford 
offer is by far the best of all the private- 
operation proposals. It remains only to 
accept it, or reverse our policy and go 
back to government operation. In the 
barest skeleton summary the Ford 
Offer is: 

“First—Ford is to form a corporation 
with at least $10,000,000 paid in cash 
capital for the purpose of conducting the 
proposed operations. There is no chance 
here for stock-jobbing. 

“Second—This corporation will com- 
plete for government account, at actual 
cost, Dam No. 2 together with navigation 
locks, power houses and all necessary 
equipment, and progressively install hydro- 
electric machinery to develop 600,000 
horsepower. Later it will build Dam 
No. 3, (16 miles above No. 2) similarly, 
to develop 250,000 horsepower.  Inci- 
dentally, I might mention that Dam No. 
1 is a down-stream dam for purely navi- 
gation purposes. 

“The army engineers estimate that this 
construction work will cost $25,000,000 
additional for the Wilson Dam and $25,- 
000,000 altogether for Dam No. 3. In all 
the years that the Government has been 


inviting private capital to make an offer 
for Muscle Shoals nobody else proposed 
to relieve the construction of profit costs 
until a few weeks ago. The construction 
of Dam No. 3 is part of the original gov- 
ernment project, and is necessary to the 


full utilization of the Muscle Shoals 
power; which will be required to carry 
out the Ford undertaking as to the quan- 
tity of fertilizer to be produced. More- 
over, although not a part of the Covenant, 
Ford will have to spend as much as $20,- 
000,000 on upstream storage dams in 
order to develop continuously 850,000 
horsepower at the two Muscle Shoals 
dams. 

“Third—Ford proposes to lease both 
dams, their power houses and all appurte- 
nances, except the navigation locks, which 
will remain in government operation, for 
a period of 100 years from their comple- 
tion to the point of generating 100,000 
horsepower at Dam No. 2 and 80,000 
horsepower at Dam No. 3. The lease is 
to cost him 4 per cent a year on the full 
cost of completing the dams—and power 
installation, except that for the first six 
years the rental shall be $200,000 on the 
Wilson Dam, and $160,000 on the other 
for the first three years. The strongest 
opposition, perhaps, to the Ford offer is 
on the 100-year period of the lease, mostly 
on the ground that other Federal power 
leases, under the Federal Power Com- 
mission, are for fifty years. But there is 
no analogy between the ordinary govern- 
mental lease of a dam site and water 
right for commercial purposes of a local 
nature and this lease for a special purpose, 
of general national significance, and with 
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obligations on the part of the lessee that 
far outweigh the exceptional period of the 
lease. 

“Fourth—Ford agrees to pay $55,000 a 
year for the cost of repairs, maintenance 
and operation of both dams and their gates 
and locks, but these operations are to be 
under the direction and care of the gov- 
ernment. The Ford company is to make 
at its own expense all repairs to the 
power houses, their machinery and appur- 
tenances. Moreover, Ford is to supply 
free of charge 200 horsepower for the 
operation of the locks at No. 2 Dam and 
similarly 100 horsepower at No. 3. These 
provisions mean that the government will 
be at no expense for the maintenance of 
power of navigation. 

“Fifth—Ford is, beginning at certain 
dates, to pay to the government, semi- 
annually, $23,373; which being compound- 
ed will, at the end of the lease-period, 
amortize the entire additional cost ($50,- 
000,000) to the government of both dams. 
Thus the greatest capitalist in America 
establishes a momentous precedent for the 
retirement of capital and its charges by 
its own operations. 

“Sixth—Nitrate plants Nos. 1 and 2, 
the Waco limestone quarry and (under 
the original offer) the government’s right 
in the Gorgas steam-power plant on the 
Warrior River—indispensable as an aux- 
iliary to the water power—together with 
the transmission lines to Muscle Shoals 
and the right of way therefore, to be sold 
outright to Ford for $5,000,000. Un- 
fortunately, since the offer was first made 
the War Department has sold the Gorgas 
plant and its appurtenances to the Ala- 
bama Power Company. Consequently, we 
now undertake to replace that plant and 
its accessions with an equivalent one, using 
for that purpose the $3,500,000 paid by the 
Alabama Power Company. 

“It is true that these properties cost 
the government $84,000,000 in the rush 
and waste of war construction and that 
their salvage value is placed by the army 
engineers at $16,000,000. The difference 
between the latter figure and $5,000,000 
can well be charged to the credit of mili- 
tary preparedness in the matter of ni- 
trates. But merely to surmount the ob- 
stacles Muscle Shoals offers to navigation 
would cost $8,000,000. We get this done 
as an incident of the Ford proposition, 
and, moreover, 150 miles of 6-foot wa- 
ter above the dams, including 70 miles 
of slack water on the main river. So we 
are paying only $3,000,000 for military 
preparedness in respect to nitrates. 

“Seventh—The consideration of mili- 
tary preparedness is this: Ford under- 
takes to keep the No. 2 plant ready for 
immediate use by the government and 
always up to date in its processes and 
machinery for 100 years, and he is con- 
stantly to search and experiment here for 
improved processes. This may involve 
the complete reconstruction of the plant 
at Ford’s expense at an enormous outlay. 

“Eighth—Further, Ford binds himself 


for a hundred years to manufacture at 
No. 2 plant (or at other plants to be 
erected adjacent or near to it, using al- 
ways the cheapest available power) nitro- 
gen and other commercial fertilizers, 
according to the demand, but not less 
than 40,000 tons of fixed nitrogen an- 
nually, that being the present capacity 
No. 2. These fertilizers are to be sold 
at prices that shall not yield more than 
8 per cent profit on the annual cost « 
production. A governmental board 
seven members selected by the Presid 
from names proposed by farm organiza- 
tions shall have the power to determ 
costs in this respect, ascertain prices, {x 
them to farmers, if necessary, and appo-- 
tion the territorial distribution of thie 
product. 

“Ninth—A simple method of legal p: 
cedure is established for the forfeiture 
or enforcement of the leases in case 
their violation by the Ford Company. 

“Tenth—The whole contract betwee: 
the Government and the Ford Compa: 
is made binding on Henry Ford p 
sonally and his heirs, representatives and 
assigns, as well as upon the proposed 
company. In other words, the whole F. 
fortune is behind this agreement. 

“TI may say, in conclusion, that an ert 
neous idea prevails that the Ford plan 
is largely a cheap-power production and 
distribution plan. As a matter of fa 
it will probably require all the 850,000 
horsepower that can be generated 
Muscle Shoals to meet the demand fo: 
fertilizer, and Ford, you will observe, i 
required to meet it. So it is not a local 
benefit proposition in any sense. Its 
product is to go to the whole farming 
industry of fhe United States and 
prices that will be at least 50 per cent 
below present prices. Added to that gen- 
eral benefit is the fact that without a cent 
of rental or profit No. 2 plant stands 
always ready to be turned over to the 
United States government for emergency 
uses, completely manned, on five days’ 
notice. Finally, we get 150 miles of navi- 
gable waters without direct expenditures, 
making a total of 370 miles of continuous 
navigation on the Tennessee, uniting a 
vast storehouse of natural resources to 
the Mississippi waterways system.. At 
the end of the hundred years the United 
States gets back all that it leases to Ford 
together with all that it costs to complet 
the power development. The actual gov 
ernment outlay at Muscle Shoals fo: 
every purpose, past, present and futur 
that will not eventually be reimbursed i 
cash will be $101,000,000 (after deductin 
Ford’s $5,000,000 payment), representin 
the original cost of the nitrate plants, th 
Warrior river steam plant and its appur 
tenances, and work on No. 2 Dam durin 
the war. And that was spent, anyway 
as a war measure and charged off to th 
profit and loss of the war. Against 
nevertheless stand the completed dam 
the developed water-power and navig: 
tion improvement, to say nothing of th 
incalculable military and  agricultur: 
values of abundant cheap nitrates. 

“I say that it would be a foolish gov 
ernment that did not aceept the Ford 
offer. What do you say?” 
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“Tt has increased the value of the farm 
100%—a modest estimate at that.” 


‘‘My success as a farmer I ascribe to an inherent quality of conservatism, hence I could not 
be stampeded into buying a car that I needed badly enough, living as we do 16 miles from the 
city, before ascertaining to my own satisfaction which kind of automobile would render the 
best service. 


‘‘By observing the performance of many makes of automobiles I was soon convinced that the 
Chevrolet, under any and all circumstances, was the surest, swiftest, and most economical 
transportation extant in the automobile world, and the Chevrolet has, by actual use and compari- 
son with other makes at any price owned by my neighbors, proved it in every way, every day. 
So much so that they are also convinced of the better qualities of the Chevrolet and so for this 
reason are discarding other machines and getting the Chevrolet. 


‘*The Chevrolet is not used for recreation only—it is a time-saver and a money-maker. It has 
earned its price over and over again by swift and sure delivery of such products as cream, poultry 
and eggs, even veal calves. This orderly and profitable way of marketing was impossible before 
the advent of the automobile. 


‘**I borrowed part of the money necessary to buy the Chevrolet, knowing that soon by its use 
I could pay the loan, and I did in a shorter time than I thought possible. 


“The Chevrolet moved the farm within the city limits almost, thus putting a new aspect on 
farm life. It is so restful and joyful to own and ride in one that when I look back on the old 
order of transportation, I can hardly understand how we could stand the hardships incident to 
living so far away from town. 


“TI have not paid for one single item of repairs on my car yet. Use your Chevrolet right and 
it will serve you well. 


‘‘We shall trade our touring car in for a Chevrolet sedan or closed car for exclusive family use 
and get a Chevrolet truck for all kinds of light and heavy delivery. We are so enthusiastic about 
the prospects and bright future on the farm henceforward, due entirely to the Chevrolet trans- 
portation system, that it can’t be expressed in mere words. It has increased the value of the 
farm at least 100 per cent, a modest estimate at that.”’ 

OLAF WILLIAMS, Erhard, Minn. 


Chevrolet Motor Company, Detroit, Michigan 


Division of General Motors Corporation 
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Odd Lots 


give unusual diversification 
and offer a higher degree of 
safety in your investment. 


Our booklet explaining the 
many advantages of dealing 
in Odd Lots sent upon re- 
quest. 


Ask for M. W. 327 


100 Share Lots 


Curb Securities Bought or Sold 
for Cash 


John Muir & (>. 


Members 
New York Stock Exchange 
New York Cotton Exchange 


61 Broadway New York 




















Seaboard Air Line 
Railway 


1st Mtge Gold 4% Bonds 
Due April 1, 1250 


SECURITY: A direct obligation 
of the Company and seoared by 


mortgage on 2,483.44 miles of 
road, of which they are first 
lien on 279.91 miles of main 
line. 
EARNINGS: The Seaboard re- 
ported earnings for the year 
ended December 31, 1923, 
after equipment rentals and in- 
terest on equipment obligations 
over 3'4 times the interest 
charges on the Ist 4s. 
For the first quarter of 1924 
equipment -rentals decreased 
$506,696, and amount appli- 
cable to interest charges in- 
creased $1,128,616. 
Price at Market 
To Yield About 6.70% 
Write for Circular Describing 
This Issue 


GOODBODY & Co. 


Members New York Stock Exchange 
115 BROADWAY NEW YORK 
Telephone Rector 8120 
BRANCH OFFICE 
1521 Walnut St., Philadelphia, Pa. 
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The Trend of Trade 


Conditions in our basic 
industries are always un- 
dergoing changes. A di- 
gest of current conditions 
in several important lines 
is given in our May finan- 
cial letter. 


Copies to investors 
upon request 
Mc DONNELL & ((O. 


120 BROADWAY 
NEW YORK 





Members New York Stock Exchange 


SAN FRANCISCO LOS ANGELES 














Standard Gas 
& Electric 


Common Stock 


A listed Public Utility 
selling to yield over 9.3%. 

Backed by earnings of 
several times the dividend. 
Our Circular shows this 
and some other interesting 
facts. 


Send for Copy 


Reinhart & Bennet 


Members New York Stock Exchange 


52 Broadway New York 
Telephone Broad 0257 
































Analyzing Your ANSWERS TO INQUIRIES Over 50 Years 


(Continued from page 129) 


Public Utility of Service to 


ROCK ISLAND 7% PFD. 
Bonds A Switch Suggested Investors 


“ Do you consider Rock Island 7% preferred 
The safety and stability of con- o—- @ 900d investment holding?—C. T., Al- For more than half a century 
servative public utility bonds w. ‘ aii a we have been assisting inves- 
* e ° . 

have come to be widely recog- oP. te Chinen’ Back ‘be a th "Pacific tors in the selection of sound 
nized. In hammer = all in- 7% preferred stock. We do not regard securities. 

vestments, however, there are to the earning power of the company as suf- We invite you to consult 
be found, even among the highest Scienti bl ae Senling the r : 

oO ciently stable to warrant the feeling that with us in respect to your 
grade bonds of this class, some the road will be able to maintain divi- cements antl cemme Gan-aee 
issues which are much more at- dends under any and all circumstances. — _— ~— odtestet 
‘tractive than others. This may We would recommend a switch into Met- wine SF Ce Ceemy 
be due to a strong sinking fund ropolitan Edison 7% participating pre- 6% and Safety List 


provision, or @ high redemption ferred, selling at around 90, inasmuch as recently compiled by our in- 


; : earnings of the Metropolitan Edison are : 
price, or a valuable conversion running at a rate to take care of pre- formation department. 














privilege, or to some other factor ferred dividends with a balance of $10 a 
of special value to the bond- share on the common. The 7% preferred Mailed upon request to 
holder. stock participates in further distribution 
With features such as these primarily after $4 per share has been paid on the 
in mind, we shall be pleased to re- common, and we feel that earnings of 
view your holdings of public utility the company are of a more stable nature || 
bonds and to submit for your con- than in the case of Chicago, Rock Island | 

| 

| 





Dept. “M” 


Orvis Brothers &@ 


stablished 1872 


60 Broadway New York 
Branch Office: 44th St. & Madison Ave. 


sideration, at the same time, issues & Pacific 
which we recommend. 


AM. AGRICULTURAL CHEMICAL 


Redmond & Ca. i ti 


+ eet Would like to have your advice in regard Chica: 
33 Pine Str New York to the American Agricultural Chemical bond | NY Cuties & Suger Exche “ 
Philadelphia Pittsburgh issues as I hold both the 1st 5s and refunding | New York Produce 
| 


Members 
New York Stock Exchan 
New York Cotton Exchan: 


Baltimore Washington 74%43.—A. C., Davenport, Ia. New Orleans Cotton 
Members New York Stock Exchange Philadelphia Stock 











There are outstanding $5,959,000 of 
American Agricultural Chemical Com- 
pany First Mortgage Convertible gold 5s, 
due in 1928, which are protected by a 

first mortgage on all the properties of 

G 0 0 D T H | S the company, which owns and operates 
50 plants located throughout the United 
States in the various agricultural dis- 

YEAR tricts. Mortgage also covers more than 
105,000 acres of phosphate rock land esti- 

mated to contain over 90 million tons of 
but how about next? phosphate rock. In view of the value of 
the real estate and properties covered by 
You find this question the mortgage, these first mortgage 5s can Oliver B. Bridgman Charles L. Edey 


° i be regarded as well protected and a good 
continually arising as investment. The American Agricultural Eugene K. Austin 


you plan your invest- Chemical Company first refunding 7%s > 
are protected by a mortgage on the same B d & Ed 
ment purchases. properties as the 5s, but are subordinate rl gman ey 
oo E to the latter. The decline in these bonds 
We maintain a helpful in- has been a belated reflection of the trou- Members N. Y. Stock Exchange 
i rvice on listed bles of the Virginia Carolina Chemical 
pe wv rae : neeee Company, although there can be no com- One Wall Street 
— 3 WE 6 yo parison between the financial condition 
service. Accounts carried of the American Agricultural Chemical 
on conservative margin. Company and the other fertilizer com- 
pany mentioned, as well as the very poor 
Send Ser cur bectiet on conditions in the fertilizer industry. Odd Lot Orders 
- While the 7%s in question are well se- 
trading methods. cured by property assets, market position Executed 
will be dependent upon earnings of the 
Ask for MG-7 company and the decline is a reflection 
of the fear that these earnings in the fu- A list of preferred stocks 
ture will not be satisfactory, nor suffi- ielding an attractive re- 
(HisHolm & (HAPMAN cient to cover both interest requirements - tec be had upon 
and sinking-fund charges. For one who . licati 
Members New York Stock Eachange is in position to incur the risk involved application. 
in holding the bonds of a company in 
52 Broadway Widener Bidg. an industry whose immediate outlook is 


doubtful, we would not recommend ac- 


New York P phi ceptance of the loss which would be 
entailed in disposing of the bonds at pres- 
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Telephone Whitehall 1815 









































en 


levels, but at the same time, in view 


f the fact that they must be considered 


as 
ua 
Fr 


speculative owing to the business sit- 
ion, we feel that the St. Louis & San 
ncisco Adjustment Mortgage 6s, sell- 
at around 74, are no more speculative 
1 the American Agricultural Chemical 


empany 7%s, and the earnings outlook 


». fronting the 
hemical Co. 


the St. Louis & San Francisco Rail- 
1 is certainly more favorable than that 

American Agricultural 
However, as previously 
ed, we feel the bonds are worth hold- 
at present levels. 





HOW TO SELECT RAIL 
EQUIPMENT STOCKS 


(Continued from page 108) 








ied as a current asset. This account 
nderstood, however, to represent gov- 
rent securities for the most part and 
eality creates a net working capital of 
‘r to 14 millions than to the 5.8 mil- 
shown in the table. Although the 


ock is selling higher than any other in 


group, the large and stable earning 


y»wer of Railway Steel-Spring makes it 


list 
the 
we 


In 
gree 


in 
du 


Su 


tior 


1ss 


WI 
vest 
tio! 


sel 
an 
to 

giv 


ings 


of 


e attractive than any other in the 
especially in view of the fact that 
company usually fares moderately 
even in a depression. 

the final analysis, the relative de- 
of attractiveness of common stocks 
this division of the rail equipment in- 
try depends upon all the usual factors 
h as earnjngs record, financial condi- 
, management, market price for the 
ie and prospects for the future. 
verever possible the prospective in- 
or should ascertain just what propor- 
of a company’s business consists of 
ing parts to railroads for repair work 
what percentage of sales are made 
car or eomotive builders. This will 
a fair idea as to what extent earn- 
are likely to fall off during a period 
hard times. 





TRADE TENDENCIES 
(Continued from page 123) 





dit 
is, 
pl 
ve 
a 
gr 


act! 


ulties. The more immediate prospect 
however, fairly encouraging in some 
es. After a minor lapse, demand for 
els is again improving and rates show 
lecided firmness, particularly in the 
1 trade. Traffic in the latter field is 
re in practically all directions. 


Postponed enforcement of Section 28 


of 
Jur 
ast 
crit 
tre 
op 
is 


nferences, are 


the 1920 Merchant Marine Act, to 
20th, is a victory for shipowners in- 
uch as the measure is considered dis- 
inatory and is looked upon with ex- 
1¢ disfavor in shipping circles. Its 
ation, should it later go into effect, 
xpected to have dubious consequences. 
he meantime, rate advances which 
carried into effect at the beginning 
he current month, through the rate 
well established as al- 


eady inferred. 
These increases have, to some extent, 


res 
cor 
lar; 


red the earning power of shipping 
panies, although there is yet need for 
er improvement. 
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How to 


This booklet contains the 
net of our knowledge 
gained from 58 years" 


experience in making 
invest- 
ments without loss to a 
single customer. 
the coupon for 
copy. 


Sent free 


first mortgage 
Mail 


your 


Invest 


to get Maximum Safety and Highest Income--fully explained by the 
Oldest Mortgage Investment House in the South 


NO LOSS IN 58 YEARS 


OR over half a century 

the name Adair has been 
recognized as the highest au- 
thority upon Southern real 
estate conditions and values. 
For 58 years an ever-increas- 
ing number of customers have 
placed their entire confidence in 
the ability of this house to select 
for their funds, first mortgage 
real estate investments which 
combined absolute safety with 
high income. And not a single 
customer has ever lost a dollar. 


Today, the South moving rap- 
idly to the front as a mighty in- 
dustrial and agricultural section, 
needs capital for the upbuilding 
of her prosperous and growing 
cities. Today, you can secure a 


high return, plus maximum 
safety, by investing in the best 
class of Southern Real Estate 
Bonds, yielding up to 7%. 


Adair Protected Bonds, se- 
cured only upon the highest type 
of income-producing properties 
in Southern cities, are created 
and safeguarded by the Oldest 
Mortgage Investment House in 
the South. Issued in denomina- 
tions of $1,000, $500 and $100. 
May be purchased outright or by 
our Monthly Investment Plan. 


Write today for “How to 
Judge Southern Mortgage 
Bonds,” a booklet which con- 
tains the net of our knowledge 
gained through 58 years’ experi- 
ence in this field. 





Established 1865 
ADAIR REALTY & TRUST CO. 


Dept. J-4, Healey Bldg., 
Atlanta 
Gentlemen: 


Please send me without 
obligation your booklet, 
“How to Judge South- 
ern Mortgage Bonds.” 


Name 
Address __ 











WHITEHOUSE & CO. 


Established 1828 
Stocks and Bonds—Accounts Carried 
111 BROADWAY, NEW YORK 





Members New York Stock Exchange 





BROOKLYN 
186 Remsen St. 


BALTIMORE 
Keyser Building 





























Western Pacific 


Railroad 


4% Secured Notes 


due 
Oct. 1, 1930 


Only Funded Debt of Cor- 
poration whose assets bear 
following relation to issue: 


Cash and liquid assets..180% 
Investments 


. 35% 


Income applicable . . 


or 8 times 
Interest Requirements 


Price to Yield 
about 


TAG 


Descriptive Circular on Request 


F. J. LISMAN & CO. 


Established 1890 
Members New York Stock Exchange 


20 Exchange Place, New York 




















Do You Earn 
$5000a Year? 


A special application of the 


Columbia Plan (where reg- 
ular investment in 614% 
bonds builds up a safe and 
dependable yearly income 
so fast as to surprise most 
people) is now ready for 
the consideration of men 
sufficiently thoughtful of 
the future to take the trou- 
ble that clipping this cou- 
pon requires—to find out. 


——————— Tear Here -————— 


COLUMBIA MORTGAGE COMPANY 
558 Columbia Mortgage Bldg. 
4 East 43rd St., New York City 
oi Please send me your booklet about 
The Columbia Plan”—together with 
the special application of this plan to 
men earning $5000 and up. 


CURRENT BOND OFFERINGS 
Substantial Let-Down in Volume of 
New Bonds 


HERE were no new features in the 

new bond market in the past two 

weeks, and offerings were distinctly 
below those issued in corresponding pe- 
riods in the past several months. There 
were no large individual issues, most of 
them being below 2 millions. Interest 
was divided chiefly between state and 
municipals and public utilities. Rates of 
interest corresponded to those of the re- 
spective classifications during the past 
year. ~In other words, state and munici- 
pals were sold to yield about 4.5% on 
the average and the utilities were quoted 
mainly on a 6% basis with a few rates 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Yield Off'd 
Amount (%) 
Denver, Col y 4.25 
Oklahoma City, 

Okla. yj 4.55 
New Orleans, La... 1,200,000 4.50 
Cleveland, Ohio.... 6,522,000 4.50 
State of Kansas... 1,500,000 4.36 


RAILROAD 


Florida and Western 
oe Ub aascdaseed $7,000,000 


PUBLIC UTILITY 


Louisville G. & E. $3,000,000 
United P. & L. § 1,750,000 

Corp. of Kansas } 1,350,000 
Amer. Gas & Elec. 4,250,000 
P. S. Co. of Col... 3,000,000 
Carolina P. & L... 1,300,000 


INDUSTRIAL 


General Leather... .$1,200,000 
Pictorial Review... 3,250,000 
Pacific Steamship 

Terminal Co. .... 




















above this figure, also several slightly 
under. Industrials were sold at 6.50-7%. 

There is not as much interest in new 
bonds as recently, probably owing to po- 
litical unsettlement. Also, the reactionary 
character of business has been a con- 
tributing factor. 

The old bond market has been compara- 
tively firm, but prices of high-grade bonds 
appear too high. The market is generally 
sustained, however, by the low money 
rates. This is a factor which will prob- 
ably continue for some weeks. 








Our 
Insurance Department 
will be pleased to 
aid you in solving 
your Insurance 


Problems 














General Market 
Conditions 


Our monthly and weekly 
letters point out current 
tendencies and mention 
selected attractive issues 
among the railroad, oil 
and industrial groups. 


These letters will be 
sent upon request. 
Reports on _ specific 
issues furnished with- 
out obligation. 


Joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
61 Broadway New York 
Telephone Bowling Green 7040 











$35,000 AT 60 


Free Booklet 
Tells How 


VEN though you may rightfully desir: 

to enjoy some of your earnings today, 
you want to be sure that later you will 
be financially independent. 


If, at age 27 you start saving $25 a month, 
you may acquire $35,000 when you are 6( 
Your savings amounting to $9,900 will ear: 
a profit of $25,100. Proportionate results on 
other amounts of monthly saving. There i 
also a plan for quicker accumulation, by 
saving larger monthly sums. 


Such results are possible by investing in shares « 
the U. S. National Building and Loan Associ 
tion, a co-operative savings institution chartere | 
by the State of Pennsylvania and operating u' 
der supervision of the State Banking Departmen 
Substantial earnings are the result of the Builc- 
ing and Loan method of earning the equivalent « { 
a liberal rate of compound interest. - 


You can save $5 a month or more on a 13.- 
month plan; $10 a month or more on a 78-mont : 
plan; or you may invest outright $200 or mor 
at 6%. You can withdraw your funds at an 
time, obtaining your principal in full and t! 
current withdrawal value of earnings. 


Our FREE booklet entitled “Finan- 
cial Independence Made Easy” gives 
full details. Write today for a copy 
of Booklet No. 502 


U-S:‘NATIONAL 
Building and Loan Association 


417-E LIBERTY BUILDING 
PHILADELPHIA, PA. 
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IS TERM INSURANCE 
CHEAPER—IN THE END? 
(Continued from page 119) 








» average policyholder has neither the 


t nor the determination to consistently 


aside annually over a long period of 
rs the small sum of money which is 
resented by the difference between the 
rly premiums on the Ordinary Life and 
Term plans—from $25 to $50 a year 
the average. Most men waste more 
vey than this every month on some 
iry or indulgence. 


et us compare the net results shown 
he end of twenty years under policies 
the 10 Year Term and the Ordinary 
plans, issued at age 35, for $3,000 
n-participating rates are used for 
uler convenience) : 
\t age 35 the annual premius on a 
cy for $3,000 on the Ordinary Life 
1 is $60.54. This is the cheapest form 
permanent insurance—fixed rate for 
The premium required for the same 
unt at the same age on the 10 Year 
vertible Term form is $29.25. This 
ves $31.29 which must be consistently 
‘sted at interest annually for the first 
years in order to round out the pro- 
ed program of the advocate of Term 
urance. During the second period of 
years, the Term premium would be 
02, and. the difference saved only 
52 each year. If these differences in 
ual premiums were accumulated with 
rest at 5%, compounded annually, for 


1) years, the total amount thus saved (?) 


ild be $865. The Surrender Value of 
Ordinary Life Policy at the end of 
20th year is $930. If the Term In- 

ince were wanted beyond the period 

20 years ‘the annual premium would 

$89.85, i. e., $29 a year more than the 
rate discussed. 


n this comparison we have used the 
est Term rates with which we are 
iiliar as published by any company; 
reover, we are assuming that at the 
of the first period of ten years, the 
ired is in perfect physical condition so 

he can again buy the same form of 
1p insurance for which a new medical 
mination would be needed. 


Conclusion 


y following the procedure of taking 
m Insurance, the insured adopts a 
rse which is disadvantageous for the 
ywing three reasons: 


1) The accumulated amount is less. 


2) There is a chance—even a likeli- 
hood—that health may not allow 
him to continue his Term Insurance 
at the end of the stated term; and 


3) He will be left without insurance 
at the older ages and will probably 
want protection for longer than ten 
or twenty years. If he has de- 
pendents he will need it throughout 
life. Men at the older ages usually 
want life insurance, since experi- 
ence and a better knowledge of its 
character of protection has induced 
a higher appreciation of its benefits. 

1Y 24. 1924 


Small and Large Investors 
Meet on Common Ground 


INCE First Mortgage Real Estate 
Bonds were made easily available 
to the small investor of savings there 
has been created the one financial field 
where small and large investors con- 
stantly come in contact. Every year 
sees the number of both classes increas- 
ing. And here they meet on a common 
ground of safety and high yield that is 
not found elsewhere in the financial 
world. 

The reason is apparent. Investors, 
regardless of the amounts to be in- 
vested, are increasingly demanding non- 
fluctuating investments of the first 
mortgage type. Many thousands of in- 
vestors who in the past year have met 
with sharp reverses in other forms of 
investment have turned eagerly to the 
security and freedom from worry that 
attend the First Mortgage Real Estate 
Bond selected wisely. 

Wisdom of selection largely depends 
upon the standing and record of 
the investment house. For 39 years 
many thousands of investors have se- 
cured highest yield, and absolute safety, 
through George M. Forman & Com- 





pany. This institution’s remarkable 
record of 39 Years Without Loss Of A 
Single Dollar In Interest Or Principal 
To Any Customer is their guarantee of 
maximum satisfaction. Forman Bonds, 
yielding 6%, 644% and 7% are every- 
where recognized as choicest invest- 
ments. 

We will gladly send you “Eight 
Ways to Test The Safety of Every In- 
vestment” and our other famous book- 
let “How To Select Safe Bonds.” Just 
fill out and mail the request blank. 
There is no obligation. 

GEORGE M. FORMAN & CO. 
105 W. Monroe St., Chicago, Ill. 
Pershing Square Bldg., New York 


39 Years Without Loss to a Customer 


Perera 


Dept. 165, 105 W. 
Illinois 


Monroe Street, 


George M. Forman & Company, | 


Chicago, 
» send me without cost or obligation 
ays to Test The Safety of Every Invest- 
ment,” Hiow Teo Select Safe Bonds.” 
NAME 


ADDRESS 








plate buying or selling. 


NEW YORK AND 


100 BROADWAY 
202 FIFTH AVENUE 








Our Investment Department 


will be glad to express its opinion as to the relative safety, 
yield and attractiveness of Securities which you may contem- 


NEWBURGER, HENDERSON & LOEB 


Members 
PHILADELPHIA STOCK EXCHANGES 


1512 Walnut St., Philadelphia, Pa. 


NEW YORK CITY 


824 CUMBERLAND ST., LEBANON, PA. 


511 FIFTH AVENUE 
1531 BROADWAY 























Jordan «Motor 
(go9mmon eh tock 


Now Yielding approximately 12% 





WE have prepared a Study 

in Values on the Common 
Stock of The Jordan Motor Car 
Co. We have applied nine fac- 
tors of valuation and conclu- 
sions are based on fundamentals. 
The stock has just recently been 
listed on The New York Stock 
Exchange. 


Circular sent upon request. 


Noyes & JACKSON 


MEMBERS 


New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 


42 Broadway 208 So. LaSalle St. 
New York Chicago 





Bank Stock Department 








NATIONAL BANKS: 


Lawyers Title 
Manufacturers 
Title G 


INSURANCE: 


_ ies G—4% July, 


16% extra Jan., 19238. M—%% extra each 








REFERENCE INDEX OF 
Bank and Insurance Stocks 


Regular 
Div. Rate -—Book Value—, Recent Approzi- 
per Share Apr.3 Mar. $1 Gores mate 
$s 1923 1924 Yield 
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M°Clave & Co. 


N. Y. Stock Exchange 


Members N. Y. Cotton eae 


FULL LOTS 
ODD LOTS 


Bought and sold for cash, 
or carried on conservative 
margin. 

Our aim is to extend to 
either the “full” or “odd” 
lot trader the best service 
possible. 


Weekly Market Letter will 
be mailed upon request. 





67 iin Place, New York 
Telephone Rector 2810 
UPTOWN OFFICE 


Hotel Ansonia, 73rd St. & B’way 
Telephone Endicott 1615 




















HERE was little of interest in the 
T market for bank stocks during the 
fortnight. As in all other markets, 
the sellers predominated here, although 
liquidation did not become urgent enough 
to cause any severe declines in quotations. 


Sentiment in bank stock circles was 
more bearish than bullish. The low in- 
terest rates of money, reflecting an actual 
as well as prospective contraction in trade 
activity, indicated that the era of bidding 
for credit accommodations had ended, at 
least temporarily. Hence the banks are 
not expected to make so good an earn- 
ings showing in the immediate future as 
they have done in the past. 


One of the highest yields offered in the 
bank stock group is that of the Chatham 
& Phenix National. As our table shows, 
the stock’s current price is around 250 
per share, at which level the dividend 
rate of $16 per share offers a return of 
some 6.30%. This is a considerably higher 
yield than can be had from most of the 
other bank stocks, and compares favor- 
ably with the yields offered by not a few 
corporation securities. Also, it arouses 
interest in the institution’s record, which 
is shown herewith. 

Chatham & Phenix, since 1911, has 
built up its Surplus from 1 million to 
9.1 millions—or to a sum 8 times as great. 
Its Deposits have risen, over the same 
period, from 19.5 millions to as high as 
174 millions, standing at 168.5 millions at 
the last call. Due to the frequent capital 
changes effected during the period, it is 


not possible to present a year-by-year pic- 
ture of earnings. A conception of the 
institution’s earning powers, however, is 
offered by a comparison for the two pe- 
riods December 30, 1922, and December 
31, 1923, between which points the capital 
remained the same. This shows that, for 
the year, Chatham & Phenix paid out 
$1,680,000 on its 105,000 shares, and added 
$225,000 to surplus. On this basis, the 
institution earned something more than 
18% for the period. 

Chatham & Phenix has been expanding 
steadily, having acquired several other 
units, among which the last was the Union 
Exchange National. It has a reputation 
for extreme conservatism in valuing its 
assets among which not the least valuable 
are its safe deposit vaults. A better pic- 
ture of the earning powers may be ob- 
tained after the more recent acquisitions 
have been more fully assimilated. 








CHATHAM & PHENIX 
Surplus and 
Undivided 

Capital Profits Deposits 
In Thous’ds of Dollars—, 
$1,100 $19,471 


1,333 
1,371 
1.828 


Hy 314 
2,501 


8,075 
8,182 
9 


8,88! 
9,114 
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COPPER MARKET IN 
DOLDRUMS 





(Continued from page 124) 





yore than 375,000,000 Ibs. annually above 


heir present production rate. 
y any means the whole story. 


oroontn yw Yo 


Nor is this 


With the existing facilities in the east- 


n hemisphere production could easily be 
peeded up to an additional 500,000,000 Ibs. 
er annum should the price of copper 
netal become sufficiently attractive. With 
his potential additional output hanging 
yer the copper market, it is easily dis- 


nible why the metal has not boomed 
1 is not likely to boom under existent 

nditions. 

Che United States is consuming 50% 
the world’s production of approxi- 


nately 3,000,000,000 Ibs. yearly as com- 


ared with 40% before the war. 


Great 
our consumption is it has not been 


uficient to make up for the falling off 


the foreign demand. It has required 


check of curtailment to bring supply 
wn to a level with demand. 


Discounted the Future 


As it stands now copper producers have 
‘r-discounted the future. Curtailment 


may be depended upon as a partial cor- 
ective, but curtailment is only a pallia- 


not a cure. The real cure will come 


hrough the increase in consumptive de- 
nand. And that will require time. 


opper stocks. 


There is nothing bullish, then, in the 
mediate outlook for copper metal or 
But that does not mean 


hat the long-pull outlook for the indus- 


y is dark. Copper is a basic metal and 


steadily increasing factor of consump- 


ion can always be counted upon to even- 


illy take up the slack of overproduc- 
Such has always been the history 


f the metal, and there is no reason to 
elieve that the story of the future will 


e different. 


The next boom in copper will come 


hen there is a world-wide revival in 
business. 


And that can only be brought 


bout by a stabilized Europe. The foun- 


tions for a resuscitation of the copper 


wtal market are now being laid, but the 


gth of time which will be required to 


omplete the structure is a matter upon 


ich no man may speak-with words of 


final authority. 


‘here is another factor at work which 


ventually may contribute much to a bet- 


copper situation. That factor is the 


r.dual growth of large units through 


absorption of or amalgamation with 
‘' production units. It does not re- 
re any great effort of the imagination 
look forward to the time when copper 
duction in North and South America 


vl be in so few hands that it can be 


ily regulated to a parity with demand. 
it such would be the lesser evil, eco- 
lically speaking, than the situation 
ch now exists cannot be denied. For 
h the exception of half a dozen big, 
-cost companies, the copper-producing 
istry as a whole is not making a liv- 
wage after depreciation, depletion and 
r necesssary and proper charges. 
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Research and 
Investment Stability 


N any technical and continuallygrow- 

ing business like that of the American 
Telephone and Telegraph Company, 
there is a tendency towards certain in- 
creased costs which can be held to a 
minimum by technical research and de- 
velopment. Increasing complexity is the 
natural result of increased demand and 
complexity in itself means greater 
expense. By new inventions and de- 
velopments, and the establishment of 
improvements of many sorts, more 
economical processes have been em- 
ployed and the value of the telephone 
service has been steadily increased 
without a corresponding increase in 
rates. 
For this purpose the American Tele- 
phone and Telegraph Company 
maintains a department of research 
which is not paralleled by that of any 
other private enterprise, and which in- 
sures the stabilization of its business 
because each new need is met by a 
new development. 


A. T. & T. pays $9 per year dividends. 
It can be bought in the — market to 
yield about 7%.Write for full information. 








VAS 


BELL TELEPHONE 
SECURITIES CO. he 


D.F. Houston, President 
195 Broadway NEW YORK 






































Cc. E. FENNER E. J. GLENNY IN COMMENDAM 
. C. BEANE E. M. FRIEDLANDER J. H. HIMES 
- @. BROWN J. N. CARPENTER, JR. 











Orders executed for Cash or on Conservative Margin 


PRIVATE WIRES—NEW YORK, NEW ORLEANS, CHICAGO 
AND THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 
New York Coffee & Sugar Exchange 
Louisiana Sugar & Rice Exchange 


New York Stock Exchange 
New York Cotton Exchange 
New Orleans Cotton Exchange 
Chicago Board of Trade 

New York Produce Exchange Liverpool Cotton Exchange 


NEW YORK: 27 William Street NEW ORLEANS: 818 Gravier Street 
WASHINGTON, D. C.: The New Willard Hotel 


Associate Members of 




















New York Railways 


Reorganization 


We will be pleased to furnish 
a synopsis of the Proposed 
Plan of Reorganization upon 


request. 


Please ask for 
Circular MW-53 


W™ Carnesie Ewen 
Investment Securities 


2 Wall Street New York 
Telephone Rector 3273-4 




















‘Condition 
Trend 
Outlook 


These are the major factors 
of interest to those having 
commitments in securities. 
You may like to receive our 
Monthly Letter containing 
information marketwise. 


Ask for Circular A-2 


PEARL & CO. 


Members N. Y. Stock Exchange 
71 Broadway, New York 
Teleph Bowling Green 6300 





























Readers of the Review are invited to 
avail themselves of our facilities for 
information and advice on stocks and 

nds. Inquiries will re@eive careful 
attention, without obligation to the 
correspondent. 


THE BACHE REVIEW 


Sent for three months, without charge 


J. S. BACHE & CO. 
Established 1892 
Members N. Y. Stock Exchange 


42 Broadway New York City 








UNLISTED UTILITY BOND INDEX 


(IN ORDER OF PREFERENCE) 
POWER COMPANIES 


Invest- 

ment Bid Asked 

Grade Price Price 
Appalachian Power Co. 7s, 1936 (Non-Callable) -- 101% 103 
Penn.-Ohio Power & Light 8% Notes, 1930 -. 108 105 
Indiana Power Co. 7%s, 1941 -. 100 102% 
Tennessee Power Co. Ist 5s, 1962 -- 85% 87 
Appalachian Power Co. Ist 5s, 1941 -- 90% 91% 
Alabama Power Co. Ist 5s, 1946 . 94 
New Jersey Power & Light Ist 5s, 1936 -. 86% 88% 
Colorado Power Co. Ist 5s, 1953 -. & $0 
Nebraska Power Corp. Ist 5s, 1949 -- 92% 944 
Hydraulic Power ist & Imp. 5s, 1951 in 99 
Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941....B.. 104 106 
Bie Deer Ga, Ga, Bic cccsesccccecceccos innacentad A.. 90 91% 
Laurentide Power Co. Ist 5s, 1946 2. 95 
Southern Sierra Power Co. Ist 6s, 1936 -- 100 102 
Central Ga. Power Co. Ist 5s, 1938 co «6 89 
Electrical Development of Ontario 5s, 1933 se 94% 96 
Adirondack Electric Power Ist 5s, 1962 _o 97 
Carolina Power & Light Ist 5s, 1938........... er -- 95% 9614 
Madison River Power Co. Ist 5s, 1935 -- 97% 99 
Shawinigan Water & Power Ist 5s, 1934 in 99% 100% 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 -- 104% 105% 
Consumers Power Co. (Mich.) Ist 5s, 1936 -- 96% 97% 
Salmon River Power Ist 5s, 1952 .. 95% 97 
Great Western Power Co. 5s, 1946 a 94 
Mississippi River Power Ist 5s, 1951 : -. 92% 934 


GAS AND ELECTRIC COMPANIES 


United Light & Railway 5s, 1932 -- 88% 90% 
United Light & Railways 6s, 1952 -- 98% 9444 
Tri-City Railway & Light 5s, 1930 oe 92 93% 
Bronx Gas & Electric Ist 5s, 1960 -- 88% 90 
Dallas Power & Light 6s, 1949 » & 101 
Portland Gas & Coke Ist 5s, 1940 -. 92 934 
Denver Gas & Electric Ist 5s, 1949 ee 95 9614 
Indianapolis Gas Co. Ist 5s, 1952 i = 89 
San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939. , ~ 94 
Twin State Gas & Electric Ref. 5s, 1953 ~ 3 81 
Oklahoma Gas & Electric Ist & Ref. 744s, 1941 —— 102% 
Evansville Gas & Electric Ist 5s, 1932 - 94 95 
Cleveland Elec. Ill. Co. 5s, 1939 -- 99% 100% 
Cons. Cities Light, Power & Traction Ist 5s, 1962 -. 68 69% 
Burlington Gas & Light Ist 5s, 1955 -- 83 84 
Houston Light & Power ist 5s, 1931 - & 87% 
Nevada-California Electric Ist 6s, 1946 -- 98% 95 
Oklahoma Gas & Electric Ist Mtge. 5s, 1929 -» 94% 96 
Rochester Gas & Electric 7s, Series B, 1946 - 1094 
Syracuse Gas Co. Ist 5s, 1946 os 94 
Buffalo General Electric Ist 5s, 1939 ee 100% 


TRACTION COMPANIES 


Galveston-Houston Electric Railway Ist 5s, 1954 

Northern Ohio Traction & Light 6s, 1926 

Knoxville Railway & Light 5s, 1946 

Columbus Street Railway Ist 5s, 1932 

Kentucky Traction & Terminal 5s, 1951 

Detroit United Railway Ist Coll. 8s, 1941 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 

Nashville Railway & Light 5s, 1953 -_ 
Memphis Street Railway 5s, 1945....... snnwesdeonceesesd _ 
Schenectady Railway Co. Ist 5s, 1946 7 
Topeka Railway & Light Ref. 5s, 1953 ™ 


HOLDING COMPANIES 


American Power & Light 6s, Series A, 2016 -. 92% 94 
Penn.-Ohio Edison 6%s (notes), 1927 .- 97% 98% 
General Gas & Electric s. f. 7s, 1952 — 100 
American Gas & Electric 6s, 2014 .. 98% 94% 
Standard Gas & Electric Co, 6s, 1985. .......--.eeeeeeeees C.. 89% 91 
Middle West Utilities 8s, 1940 -. 106% 107% 


TELEPHONE AND TELEGRAPH COMPANIES 


Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 -. 94% 96 
Chesapeake & Potomac Tel. Co. (Va.) Ist 5s, 1943 a 96 
Ohio State Telephone Co. Ref. 5s, 1944 -. 95 96 
Western Tel. & Tel. Collateral Trust 5s, 1932 i“ ao 98 


* Yield computed at the asked price. 
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HOW TO INCREASE YOUR 
NET ESTATE BY WISE 
PROVISION FOR ESTATE 
AND INHERITANCE TAXES 


(Continued from page 96) 











sttlement. Otherwise, forced selling of 
a.sets by the Executor may undo all the 
good of your work. Can he really sell 
as-ets at a loss? Read Sec. 224, Art. 10, 
o° the New York State Tax Law—and 
sec. If Coatsworth had not left some life 
irance, there would have been exactly 
$ 000 with which to meet $7,265.60 estate 
charges plus the demands of the home in 
‘-kansas during the settlement of his 
af airs. The rest of the estate was tied 
in investments. Fortunately, there was 
involved the complexity of a busi- 
s interest to settle. Assuming that he 
1.4 died during a period of low security 
rces, the liquidation of $10,000 worth of 
investments would have meant con- 
rable extra shrinkage in the value of 
estate. Nor would the Executor be 
more likely to sell the home than 
tsworth—and not lose. People would, 
aiter Coatsworth’s death, be looking for 
n more of a bargain price in the 
tter. How much better to so arrange 
estate that the necessity of “forced 
es” will not hamper the work of the 
cutor and jeopardize the value of the 
perties held. 


Life Insurance—or Trust? 


Inquestionably, where the creator of 
estate can GET Life Insurance, it is 
erally the cheapest and most satisfac- 
y solution to the problem. This is 
strated in Coatsworth’s case—$17,000 
1ing in to the widow at once. It may 
obtained in several forms—and each 
cific case should be taken up and 
lied. Properly written, it will escape 
taxation itself, except where over 
000 in the Federal Estate Tax. Even 
e, it may often escape—regardless of 
amount it is written for. 

sut many of us cannot obtain Life In- 
ance. In such cases, a carefully drawn 
ist Instrument is the best solution for 
iy of the larger cases, People are 
y just beginning to awaken to the de- 
d advantages to be found in many 
ms of the so-called Living or Volun- 
’ Trust. In smaller estates, it is well 
consider the proportion of your wealth 
all times in the Savings Banks and 
& L. Associations. 


lecessity for a Competent Executor 


\Vhichever way it be, see that your 
ate will have recourse to money with- 
t having to sell property. Then see 
t at you have a competent Executor. He 
1 cut the estate shrinkage tremen- 
isly if he is willing—and able. But— 
re friendship, close as it might have 
n, should never be the swaying influ- 
ce in such an important matter. Just 
nember that the revenue of New York 
a'one at present from this source of tax 
exceeded only by that derived under 
the Personal Income and Corporation 
Tax Laws. 
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We invite correspondence 
in regard to any Stocks or 
Bonds, listed or unlisted 


Paine, Webber & Company 


ESTABLISHED 1880 


Investment Securities 


BERS 


MEMBERS 
New York Stock Exchange Detroit Stock Exchange 
New York Cotton Exchange Chicago Board of Trade 
Boston Stock Exchange Chicago Stock Exchange 
Hartford Stock Exchange 


82 Devonshire Street 25 Broad Street The Rookery 
2nd Floor 18th Floor 2nd Floor 
Boston New York Chicago 


ALBANY 90 State Street MILWAUKEE........94 Michigan Street 
DETROIT Penobscot Building MINNEAPOLIS...... ,SeeKntens Building 
J : Torrey Building PHILADELPHIA. .1422 So. Penn Square 
GRAND RAPIDS. .Gr'd Rap. Svgs. Bk PROVIDENCE, R. |.. Hospital Trust Bldg. 
36 Pearl Street SPRINGFIELD...Third National Bk. Bldg. 


69 Shelden Street ST. PAUL Pioneer Building 

















Plus a Bigger Yield 


Besides affording an unusual margin of safety, 
Cities Service Preferred Stock yields 8% at the 
present market. 

During the thirteen years ended with 1923, or 
since this preferred security was first issued, divi- 
dend requirements amounted to $39,000,000. The 
Company’s net earnings for this period amounted 
to $136,700,000 or more than 314 times the amount 
required to pay these dividends. 

Net earnings of the Company are at present more 
than three times Preferred dividend requirements. 


Send for Preferred stock circular P-18 and booklet describ- 


ing Cities Service Company. 


SECURITIES DEPARTMENT 
erty 


NEW YORK 
PRINCIPAL CITIES 


60 WALL ST. 
BRANCHES IN 



































An Investment *Stock Marker Averaces: 


and Income 1920 1921 1922 1923 1924 
Tax Record ws 
<*> ComsBineo 


Every provision has been oF 25RR.E725 Ino'is 


made for the recording of 
the data essential for your 
own record and for your 
income tax return. 


Security, date purchased, 
amount, maturity, cost, 
tax provision, income, 
date sold, price, profit or 
loss. 


All of the above are cov- 
ered by this form, pre- 
pared especially for the 
investor who appreciates 
the value of an up-to-date 
and practical method of 
keeping his investment ac- 
count. 


We shall be glad to fur- 


- nish a complimentary copy MARKET STATISTICS 


upon request for Book W. Y Tienes ° 
imes 


= N.Y.T: Dow, A 7—50 Stocks —— 
Floyd-Jones, Vivian & Co. Beads “20 Indian 20 Reis “High Low 
Members New York Stock Exchange Thursday, May . 92.12 81.63 84.56 83.49 
14 Wall Street New York City Friday, May 2 . 91.68 81.48 85.10 
Saturday, May . i 81.51 8: 
5 ; 92.23 81.58 
. 5 81.71 
Wednesday, May 7 ; . 81.88 
agg May 8 : i ays 
° ° riday, May 9 . . ; 
Electric Light Saturday, May 10 . . 81.71 
Monday, May 12........ . . 81.58 


Tuesday, May 13 . . 81.63 
and Power Wednesday, May 14 ’ 81.59 


Indust 
died Average Price of 40 Bonds 


Its growth, development and 90 6% 178 19 — 1970 1921-—>— 1922, 1923 —_—__ 1924 — 90 
future. 
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Reasons for the growing de- 8 Industrials. 85 
mand for Electric Light and 4 Street 
Power bonds. 2 Public Utilities. 80 
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Their investment position. 1% 


Fully discussed in our Special 
Circular—Ask for copy E-1. 70 
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U.5. Government Bond Averages 
Barstow & Co. 3 SEEEEESSEEET: F 


Members New York Stock Exchange 
18 Exchange Place, New York 
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Investors Pocket Manual 
Latest Edition Sent on Request 


Morris & Smith 


Members New York Stock rg ad 
115 Broadway New York 
Phone Rector 1820 

1620 Central om Far Rockaway, L. I. 
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LEGAL DEPARTMENT 
(Continued from page 125) 








esentative of the broker. If the 
er has pledged the securities for 

than is due from the customer, 
» it constitutes a conversion by the 
er, the customer can redeem them 
upon payment to the pledgee of the 
amount for which they have been 
ithecated, as the pledgee obtains good 
to the securities. 


Good Title 


the broker has mingled the securi- 
of different customers and pledged 
for more than the amount due from 
particular customer, the pledgee ob- 
good title to the securities, and the 
mer may then redeem by paying his 
yrtionate share of the loan. Should 
of the securities have been sold to 
fy the loan, the proceeds of the re- 
ider will be divided equally among 
owners of all the securities pledged 
er that particular loan, irrespective 
whose securities were first sold to 
fy the loan. If the broker, however, 


ws part of the securities pledged for 


an, the pledgee may be compelled to 
the broker’s securities first to satisfy 
loan before he may resort to the 
ymer’s securities. 


Outright Owned Securities 


customer depositing with his broker 
rities owned outright which have been 
gled with the securities of other 
mers bought on margin has no 
ter equity than the margin customers. 
is merely entitled to his proportion- 
share of the proceeds of all the 
rities, after the loan for which they 
been pledged has been paid. Where 
broker, however, pledges securities 
which he has no lien and which he 
no right to pledge, the owner of such 
rities has a prior equity to one whose 
rities the broker had a right to 
ge, and he may require that the loan 
aid first out of the securities which 
broker had rightfully pledged. 


“Pledgee” Be Compelled to Pay 
Off Loan? 


stock which has been deposited with 
roker for safe-keeping is mingled 
securities carried on margin, and all 
aid securities have been hypothecated 
he broker, the owner of the stock de- 
ted for safe-keeping has a prior 
ty and he may compel the pledgee to 
off his loan by selling first the stocks 
ied on margin. Should his securities 

already been sold before this is 
', then he may require the balance of 
securities to be sold and so much of 
proceeds paid to him as will equal the 
ie of his stock. 


te: The next instalment of the Le- 
Department will be published in the 
e of June 21. This department is 
lished as a regular feature in every 
r issue of The Magazine. 
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Were You Fooled by 
the Recent Rallies? 


GOOD many traders were misled into taking a long 
position during the past two weeks because slight 
rallies, accompanied by bullish propaganda, gave the 
impression of returning strength. 
Our experts, however, who judge the real underlying condi- 
tions, could see from the tape that distribution was going on 
and that the apparent strength was purely artificial. 
As a result our subscribers have been consistently bearish, 
realizing profits in individual transactions ranging from 3 to 18 
points. 





A complete record of one of our recent campaigns on the short 
side, showing each recommendation made to our various sec- 
tions, dates, and points profit and loss will be sent upon request. 
What results are you getting? 


Why not place yourself in line to receive this service without 


further delay > 





THE SERVICE Send in 


i the coupon 
A telegram or ‘phone message tells you| i, your 


just what few stocks to buy or sell short. | |. nittance 
Never more than 5 or 6 in any single temediately co 
campaign. Gem am 
Messages are sent only when in our judg- | wire you our 
ment there is good opportunity to secure | new recom- 
from 5 to 20 points profit in each stock | mendations. 
recommended. 

We instruct you as to stop orders, watch 
the trades, and again wire you when to 
take profits. 

Subscribers are divided into sections, 
geographically arranged, thus allowing 
for the time element in transmission and 
serving to prevent orders from becoming 
“bunched” around the same levels. 
Advices are based upon a careful study 
of the market's. action and immediate 
trend, by experts, who are stationed at 
the ticker tape. 

No uncertainty. Complete instructions 
issued upon subscription. 
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The Test 
of Time 


has been applied to many 
of America’s best known 
business enterprises whose 
securities are actively dealt 
in “over the counter.” 











From time to time we issue 
special circulars describing 
companies whose records 
and prospects, in our opin- 
ion, justify confidence of 
investors. 


Our current circulars de- 
scribing two companies 
which have greatly in- 
creased their volume of bus- 
iness and asset position dur- 
ing the past few years, will 
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IMPORTANT ISSUES 


Quotations as 


24— 
20 — 23 
— 87 
— 95 
—105 
— 75 


Allied Packers 
, Se 
American Arch (5P) 
American Book Co. (6).... 91 
American Cyanamid (4P)..102 
Pid. (6) 73 
Amer. Thread pfd. (5%)... 
Amer. Type Founders (7)... 96 
Pfd. (7) —101 
Atlas Portland Cement (4).. 80 — 90 
Babcock & Wilcox (7) 118%4—120 
Borden Co. (8) —125 
Pfd. (6) ~- 
OO eae 58 — 6l 
Pfd. (7A) —103 
Celluloid Co. (6) — 73 


— 99 


Congoleum Co. pfd. (7).... 974— 99% 


— 27 
— 80 
— 51 
— 9 
—138 
—195 
—107 
— +4 
—122 
— 67 
— 94 
—140 
— 43 
— 80 


Crocker Wheeler (1%) 

Pfd. (7) 
Eisemann Mag. pfd. (7).... 46 
Franklin Rwy. S. new w. i.. 80 
Jos. Dixon Crucible (8)....134 
Ingersoll Rand (8P) 
Johns-Manville, Inc. 
McCall Corp’n 

Pfd. (7B) 
Merck & Co. pfd. (8) 
National Fuel Gas (5P).... 90 
New Jersey Zinc (8P) 
Niles-Bement-Pond 

Pid. (6) 


3% 


of Recent Date* 


Phelps-Dodge Corp’n (4)... 
Poole Engin’g (Maryland) : 


Pid. 


3t8— 42s Royal Baking Powder (8)..133 


Pfd. (6) 
Safety Car H. & L. (8) 
Savannah Sugar (6) 

Pfd. (7) 
Sheffield Farms 

Pfd. (6) 
Singer Mfg. Co. (7) 
Superheater Co. (K) 
Technicolor, Inc. ........... 
Thompson-Starrett (4) ..... 
Victor Talking Mach. (8)...135 
White Rock (K) 


Ist Pfd. 
Yale & Towne (4P) 

* Dividend rates in dollars per sha: 
designated in parentheses. 

P—Plus Extras. ° 

A—Arrears of 27%4% being discharge¢ 
at rate of 7% annually in addition to rec- 
ular dividend rate. 

x—Ex-Dividend 

K—Dividend rate on 
established. 


in 


this stock not 





HE downward trend that had con- 
tinued so persistently among listed 
issues finally penetrated the Over- 
the-Counter group during the fortnight 
and the majority of the orders in this 
market shifted over to the selling side. 
Observers took this as pretty final evi- 
dence that real liquidation was going on. 

On the other hand, the concessions at 
which some of the higher-grade issues 
were offered did not pass without notice 
and they served to emphasize in some 
people’s minds the certainty that, sooner 
or later, a turn for the better will come. 
Indeed, in certain very good quarters, the 
market movements were watched very 
closely not so much for their present sig- 
nificance as for their significance in the 
matter of the turn, itself. Dealers scruti- 
nized the Over-the-Counter list, with an 
eye to singling out the issues likely to 
have the best recovery when liquidation 
had run its course, and it may be of in- 
terest to note that American Arch, Sin- 
ger Manufacturing, Phelps-Dodge and 
Type Founders were among the issues 
considered as having the greatest poten- 
tialities in the rebound. 

Although, as said above, the general 
trend of the market was decidedly down- 
ward, there were some strong spots. A 
feature among these was Richmond Ra- 
diator common. In the face of substan- 
tial declines elsewhere, this stock was 
strong, advancing during the fortnight 
from around 10 to sales at as high as 
18%. 


The strength in Richmond Radiator 


has its explanation in the improved earn- 
ings of the company during the last two 
years. After a long period of poor re- 
sults, which led to the accumulation 
over $68 per share in dividend arrears 
the cumulative preferred stock, Richmo: 
turned the corner early in 1922 and ob- 
tained a good profit for the year. Las 
year, with continued activity in the build- 
ing industry, the company did consid- 
erably better, net profit being close to 
$500,000, or nearly twice the recovery 
for 1922. 

The buying demand, which lifted thie 
common stock from 10 to 18%, was evi- 
dently based on hopes that some actior 
would be taken relative to discharging 
Richmond’s accumulated dividend oblig:- 
tions. Presumably, it was also based 
hopes of a continued strong demand for 
the conmpany’s products. Richmond's 
products are designed primarily for 
residential use, so their sale is largely de- 
pendent upon activity in the field of pri- 
vate construction. Conservatism miglit 
suggest that the preferred stockholde:s 
have a pretty strong prior claim as con- 
pared with the common and also that the 
outlook for building activity over a peri« 
of years is not greatly improved by th 
great expansion occurring in the last five 
years. 


National Fuel Gas 


Another strong spot was National Fue! 
Gas, for which 90 is bid at this writinc. 
This company was formed in 1902 as suc- 

(Please turn to page 152) 
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Get This Straight 





LOSS 


in speculation and investment may be 
either temporary or permanent. BN 
temporary “paper” loss is frequent in 
trading, and is of little consequence so 
long as the commitment is in con- 
formity with the market trend. Such 
a loss may soon be wiped out and re- 
placed by a profit. No loss is a serious 
matter provided it is limited, and not 
allowed to run into a big loss, owing 
to the fact that the price trend has 
been misjudged. 


We study the technical position of 
every stock listed on the New York 
Stock Exchange, and our .suggestions 
have been valuable to those who desire 
to confirm their own judgment of a 
stock’s technical position, or decide 
whether it may not be discreet to 
accept a small loss and shift position 
before it is too late. 


PROFIT 


in speculation is quite satisfactory if 
you accept it at the right time, but 
“paper” profits are often elusive, and 
they sometimes fade away quickly if 
you fail to protect them by well placed 
stops, or if you misjudge the time to 
close out. Again our technical studies 
may help you by either confirming the 
correctness of your position or indicat- 
ing where you are wrong in overlooking 
developments that you are not properly 
equipped to observe. 


WHAT OUR SUBSCRIBERS 
THINK 


Frequently we are able either to con- 
firm or reverse the personal judgments 
of our subscribers, so that they get in 
or out of a stock just in the nick of 
time. One of our friends writes, “Wish 
to thank you for your timely advice 
which saved me from a nasty drop in 
Studebaker.” Another writes, “I have 
received your letter regarding Dupont 
and am pleased with the opinion you 
gave me.” A third wired, “Previous 
advice wonderful.” 


SPECIFIC INQUIRIES 
ANSWERED 


We help clients to avoid or limit losses, 
and in getting them in and out of their 
favorite issues at an opportune time. 
Our batting average is high. Perhaps 
we can be of service to you. Are you 
in doubt about your present position? 
Are you sure you are right? 


Send in the coupon TODAY. 
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CHANGED STATUS OF PIPE 
LINE COMPANIES 


(Continued from page 127) 











pipe-line companies. The strategic im- 
portance of the lines of this company is 
apparent from the fact that if they were 
cut out there would remain only two pipe- 
line routes to the eastern seaboard for 
the mid-continent fields, one via the IIli- 
nois Pipe Line Co. and the other via the 
Prairie lines to the Gulf of Mexico. 
Earnings and dividends since the dis- 
solution in 1911 have been as follows: 


Year Earned Paid 
— 39.50% 28% 
Ol ...-35.00 32 
1914... biases 25.30 23 
A . 25.43 16 
1916... . .26.00 18 
1917. vee e ee 2908 24 
1918..... oe 22.92 21 
1919..... ee 20 
a 19.16 16 
ee 16 

30.60 *60 

19.30 16 

*40% extra. 


From the foregoing, it will be perceived 
that last year was the poorest for the 
company for any of the years since the 
dissolution, with the exception of 1920 
which showed slightly less than 1923. 

Indiana has paid two quarterly divi- 
dends of $2 each during the current year 
so it may be fairly assumed that the com- 
pany will distribute at least $8 per share 
in 1923. Selling at about 92 at this 
writing, the stock returns approxi- 
mately 8.6%. On its record and 
prospects the company is a worthy 
candidate for the investor interested in 
pipe line securities when the market 
once more assumes the constructive 
side. 


CUMBER- Like the Indiana - Pipe 
LAND Line Co., the Cumber- 
PIPE LINE land Pipe Line Co. is an 

offspring of the Standard 
of New Jersey. Like Indiana its stock 
was distributed to the share holders of 
the parent company in the dissolution of 
the “trust” in 1911. The increasing im- 
portance of the Kentucky oil fields has 
brought Cumberland to the fore of the 
pipe liners for it is the only pipe line 
penetrating into the heart of that state 
and enjoys an undisturbed monoply of the 
pipe line transport of Kentucky oil. When 
the dissolution took place, Cumberland 
had only $1,000,000 of stock which has 
since been increased to $3,00,000, par $100. 
Two years from next November Cum- 
berland will have completed a quarter of 
a century of existence, having been in- 
corporated under the Kentucky laws in 
1901. 

Including gathering lines, the company 
operates 1,300 miles covering the principal 
producing areas in Kentucky. The 205 
miles of its main line extends from Mon- 
ticello Station via Somerset and Licking 
River Junction to Clifford on Tug Fork. 
At the latter point it connects with the 
Eureka Pipe Line Co. which is a link in 
the journey of the oil east to the sea- 


SAVE 


That's the first step toward 
financial independence. But 
only the first. Learn the 
next. It's equally important. 
“Sensible David Dickson" 
reveals the secret. You can 
have this book free if you are 
determined to get ahead. 
Mail your name and address 
in the margin of this page. 
Tear it out now as a reminder. 
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289-111 W. Washington St., Chicago 
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Partial Payments 
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What 
Present Conditions 
Mean to the 


Investor 


We have just published a book, 

“Lighting the Way to Wealth,”’ point- 
ing out a development of recent years 
which makes a new opportunity for in- 
vestors. 

The tremendous growth of the Elec- 
tric Light and Power industry, which 
is now _— larger than the iron 
and steel business, creates a constantly 
increasing demand for your capital, 
with an attractive yield. 

The nature of the business is an 
added safeguard to your investment. 
It is a cash business—no credit losses. 
13,356,000 customers buy electric cur- 
rent. Electric Light and Power Com- 
panies are least aff d by 
depression, have no inventory losses, 
and steady earnings are assured by 
regulatory legislation. 

The new booklet, “Lighting the Way 
to Wealth,” analyzes the investment 
situation, and points out the oppor- 
tunity created by conditions in the 
Electric Light and Power industry. 
Ask for it now. Tear out our name and 
address as a reminder. 


R. E. WILSEY & CO. 


INCORPORATED 


892.76 West Monroe Street 
CHICAGO 


















































German 
Bonds 


Our June Bulletin will 


contain the latest in- | 
formation of impor- | 


tance to German Bond- 
holders. 


Sent free on request. 


Gc. VON POLENZ 


Specialist Foreign Securities 
115 Broadway, New York 





board and points north. All of the $3,- 
000,000 stock, par $100, is outstanding. 
In October of 1922, the stockholders ex- 
ercised subscription rights to the extent 
of 50% of their holdings, bringing the 
company’s capitalization up to $1,500,000. 
In December of the same year a stock 
dividend of 100% was declared bringing 
the outstanding stock up to present 
figures. 

Cumberland’s earnings and dividends 
since the dissolution have been as follows: 


Year Earned Paid 


5 

5 

5 

10 

12 

12 

12 

12 

*12 

. 10 

* Also 100% stock dividend. 


With the exception of National Transit 
the Cumberland was the only pipe line 
concern shown in the accompanying tabu- 
lation which was able to make better 
earnings in 1923 than in 1922. Through 
its conservative dividend policy last year 
the company was able to carry nearly 
$500,000 to its surplus account of which 
approximately $340,000 was added to cash 


and investments. In the above tabulation - 


the investor should note the very consider- 
able growth in earnings since 1915. 

The fact that this company is the sole 
tapper of the Kentucky fields, which while 
not producing large wells, yield wells of 
remarkable steadiness of output, augurs 
well for the longevity of the company and 
the sustentation of its earning power. 
Thus far this year Cumberland has de- 
clared a $3 dividend. Considering the 
stock on a $12 basis it returns nearly 
9% at the present price of about 
135. All things considered, then, it 
may be profitably considered as a 
possible unit in an investment list 
when the position of the general 
market warrants. 
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HOW I “DISCOVERED” 
WALL STREET 
(Continued from page 122) 




















High Grade 


Investments 


For fifty-four years our ser- 
vices have been at the com- | 


mand of investors 
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in our Special Letter 
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42 Broadway New York 




















perience I would like to set down here, 
however—a chapter that may save others 
a little of the loss I suffered due to my 
delays in getting started, and due, in turn, 
to my inadequate education. 

It was about the fourth year of my 
business career that I went into the army. 
(From my own, purely selfish point of 
view, I shall never cease to bless the day 
when war was declared.) For two years 
following, I was thrown into intimate, 
contact with men from all walks of life 
—men of wide and varied experience— 
who had left their inhibitions and re- 
straints behind them. From these men I 
learned, as I was bound to learn, much 
that I had never known before. 

Following discharge, I found myself a 
job-hunter. And, after some months of 
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ccumulating disappointment, I finally 
rifted, in desperation, down to Wall 
street. There, because I had no alterna- 
ive, I took employment with a bond 
iouse on the understanding that I was 
» be trained to sell bonds. 
Fortunately—purely by luck, since I 
new nothing about The Street—the 
ouse that took me in was a good one. 
ortunately, they required high standards 
1 their representatives—a real knowledge 
f personal and national economics—be- 
wre sending them out. Fortunately, too, 
had gumption enough to “stick” with 
em. 

And so it was, this time in a class- 
om of the most practical sort conceiv- 
ble, that the black curtains that had 
rmerly hung between me and practical 
arning were rolled aside. And so it was 
iat I made the discovery which is the 
hole point of this little article. This 
what I found out: 


I Make the “Great Discovery” 


I found that, in the last analysis, the 
orld of finance is founded on the sim- 
est, sturdiest and most understandable 
nes. I found the machinery of finance 
tricate in the extreme; but I also found 
perfectly comprehensible to anyone 
illing to go to the trouble of examin- 
g¢ it carefully. I found that the insti- 
itions of finance—the insurance com- 
inies, banks, trust companies, et a!, are 
hat every business man knows them to 
merely man-made agencies, organized 
perform certain basic functions and 
in by every-day, flesh-and-blood men 
d women. 
I found that the language of finance— 
ie terms that seem so awesome and com- 
lex to the newcomer—is apt in the ex- 
eme, and therefore easy to “pick up.” 
Best of all, I found that the tendency 
roughout the world of finance is all to- 
ird humanizing and extending the ser- 
ces offered individual men and women 
that far from being “a world apart,” 
ance is simply a composite world rep- 
senting the money affairs of a hundred- 
illion people. I found that the desire 
any single individual to get ahead 
uld never be as great as the facilities 
fered by finance to help him get ahead. 
found that Wall Street, despite all the 
is committed in its name, despite the 
.ckguards who have, from time to time, 
come entrenched there, despite the 
norant attacks made upon it by “re- 
rmers” is, in the last analysis, a peo- 
’s institution. 
With these discoveries made, you can 
lieve it did not take me long to make 
e of Wall Street for my own purposes. 
nd I have prospered. 


The point of my story is not far to 
ek. It is, simply, that those who, out 
shyness, diffidence or ignorance, have 
lied away from the trans-continental 
enue known as Wall Street in the past, 
letting a faulty education seriously 
y~pardize their lives. They are wasting 
recious years. 
I wasted nearly eleven years and finally 
id to be pushed in by circumstances be- 
re my eyes were opened. Don’t—be 
ke me! 


LAY 24, 1924. . 


POSITION of stock and leading commodity 
markets analyzed in our current Fortnightly 
Review. A copy will be mailed on request. 
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Do Your Profits Go Up When 
the Market Goes Down? 


A large number of investors in securities listed on the New York Stock 





Exchange are continually hoping for the market to “go up” in order that 
their transactions will show them a profit, and they are usually in despair 


when the market “goes down.’ 


It is plain to see that an investor in this class labors under a great handi- 
cap. His opportunity for profit is minimized 50%. 


Anyone who operates in the market and who does not take advantage 
of the long downward swing in prices, as well as the long upward swing, 
is only half an operator. 

The large profits in speculative investment operations do not come from 
dividends, but from the great changes in prices which are constantly 
occurring in various stocks. 

The Richard D. Wyckoff Analytical Staff guides the investment 
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NATIONAL FUEL GAS 
(Continued from page 148) 











cessor to the Natural Gas Trust Co. and 
produces and sells natural gas in a large 
section covering portions of New York 
State, Pennsylvania and Canada. It has 
no funded debt, its capitalization consist- 
ing solely of $37,000,000 capital stock, 
par $100, authorized and outstanding. 
The original capitaliaztion was $2,408,100 
stock, par $50, and $4,815,900 debentures. 
This was increased on May 5, 1908, to 
$16,000,000 stock, par $100, debentures be- 
ing retired, further increased in April, 
1917, to $32,000,000 and finally, on De- 
cember 11, 1922, increased to $37,000,000. 

In the years 1921-1923, inclusive, as 
shown by the report just recently issued, 
the company has done progressively bet- 
ter. Its gross sales in the three succeed- 
ing years were $9.8 millions, $12.7 mil- 
lions and $15.1 millions, respectively; its 
allowance for depletion, depreciation, 
amortization, etc., over the same period, 
was $1.9 millions, $1.4 millions and $1.1 
millions. Its net profits last year (1923) 
were $5,174,984, as against $3,289,834 in 
1922 and $2,615,272 in 1921. These net 
profits in 1923 were the equivalent of 
$13.98 per share on the capital stock, as 
against $8.89 per share in the previous 
year, and compare with the present reg- 
ular dividend rate, without considering 
extras, of $5 per share. 

National Fuel Gas is one of the 
strongest companies in its field and under 
improved investment market conditions 
could be recommended for semi-invest- 
ment consideration. 





AMERICAN TELEPHONE & 
TELEGRAPH CO. AND 
SUBSIDIARIES 
(Continued from page 115) 











isuses up several points within the last 
few months. The New York Telephone 
44s are now selling to yield but 4.95% 
to maturity and, needless to say, they are 
not likely to reach much higher levels. 
The same is true of the Coll.-Tr. 4s and 
5s of the American Telephone Company. 
While they are high-grade investments, 
they do not appear to be selling at an at- 
tractive level. 

Probably the best opportunities in this 
group are offered by the various pre- 
ferred stocks that yield above 6% on the 
investment. The preferred stock of the 
Ohio. Bell Telephone Company returns 
6.70%, is well secured by earnings of the 
company and the long-term debt ahead 
of the issue is unusually small in propor- 
tion to net assets. While the issue is 
callable at 105 on 30 days’ notice, there 
is no reason to believe that it will be 
called for redemption in the near future. 

Another interesting preferred stock is 
that of the Southwestern Bell Telephone 
Company which also returns 6.70% at 
present prices and is unusually well pro- 
tected by the earning power of the com- 
pany. This issue is also callable, at 105 
up to April 1, 1925, at 110 from then to 
April 1, 1930, and at 115 thereafter. The 
writer believes that the holder of this se- 


curity need have no fear of it being called 
for some time to come. 

Due to the fact that the American Tele- 
phone and Telegraph Company is very 
likely to increase its stockholdings in the 
various Associated Companies that are 
not entirely owned at the present time, 
the common stocks now available for 
purchase in the open market, offer a com- 
bined investment and speculative oppor- 
tunity, with exceptions. The common 
stock of the Cincinnati and Suburban 
Company of Va. seems to have dis- 
counted a great deal but others, and Moun- 
tain States Telephone common in partic- 
ular, have possibilities for enhancement 
in value. 

For an ordinary investment plan, the 
investor could want no better holding 
than the common stock of the American 
Telephone and Telegraph Company, and 
it may be pointed out in regard to this 
security that the yield is really above 
7.20% in a manner of speaking. This is 
because it has become more or less a 
policy of the company to offer stock- 
holders the right to subscribe to addi- 
tional stock from time to time at par, pro 
rata, the usual amount being one share 
of new stock for each five shares held 
The rights are generally worth a pre- 
mium which increases the yield on the in 
vestment. 





EXPERIENCE HAS 
PROVEN THAT COMPLETE 
REPORTS DO GOOD—NOT 

HARM 
(Continued from page 99) 








of the issuing company except by trac- 
ing that company’s progress in respect « 

(1) relations with workers, (2) relatior 

with stockholders, and (3) relations wit! 
the trade. 

On the first count, Steel has obvious! 
ranked high. It has stood out for the ok 
American ideals in the matter of rela 
tions with employes—or, to put it blunth 
has always been an arch-champion of tl 
open shop. Everyone knows how su 
cessfully it has maintained its position i: 
this respect. 

In its relations with stockholder 
count 2, Steel has probably gained mor 
steadily in respect and confidence tha 
any other corporation in the world. This 
is not an analytical article, so it is not 
our purpose here to analyze the corpor 
tion’s results from the shareholder’s poit 
of view. Perhaps the gradual stabiliza 
tion of the stock around par comparin 
with its one-time price (1904) of 8% i 
the best indication of investment confi 
dence reposed in the issue. 

Steel’s position in the industry is un 
assailed, unquestioned. It is one of th 
most strongly intrenched corporations i 
the country today. 

Additional evidence that the policy o 
the Steel Corporation in the matter o 
its public statements has been helpfu 
rather than harmful is contained in th 
report of Seymour L. Cromwell, retirin 
president of the New York Stock Ex 
change who, by the way, made the sul 
ject of Corporation Financial Reports th 
subject of lengthy review in his remarks 
Said Mr. Cromwell: 


If you do business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





‘Personally, I have little sympathy 
with the objection advanced against the 
publication of frequent company earn- 
ing statements. The railroad companies 
have benefited themselves as well as the 
public by complying with the demands 
o! the Government for more adequate 
aod more frequent reports. Jn the in- 

strial field, the frankness with which 

officials of the United States Steel 

rporation have met the public has 
wise been a most important factor 
its prosperity.” 


\'| in all, then, it seems to have been 
amply demonstrated (1) that the 
Corporation publishes reports of 

ie completeness and (2) that its 
y of publishing such reports has re- 
led greatly to its own benefit and 
enefit of all others concerned. 


ier Examples of Square Dealing 


her examples can be cited of thor- 
ness and fair-and-square dealing in 
matter of corporation reports—ex- 
es which to anyone with an open 
on the subject must inevitably carry 
ction. Among these other examples, 
ay cite the case of American Sugar 
ing. 
igar’s” 25th Annual Report is also 
re us as we write. Let us glance 
r it: 
rhaps the outstanding feature of the 
rt is the Statement to Stockholders 
‘resident Earl D. Babst. We do not 
to seem unduly flattering, nor ap- 
to exaggerate for the purpose of 
ng our side of the case. Yet we 
t resist describing Mr. Babst’s re- 
of the Sugar Year 1923 as perhaps 
sorbing and thoroughgoing a descrip- 
)f the period as could be compiled. 
lentally, Mr. Babst has a happy fac- 
for rendering his statements read- 
Vide this excerpt from his re- 
‘We need not follow these sensations 
rough the 50,000 newspaper clippings 
fore us, nor the history of the price 
yvements on the New York Sugar 
xchange, nor on the London Terminal 
irket, nor on the Paris Bourse, nor 
the primary markets of producers. 
fice it to say that soon the house- 
ves’ scramble was on and that retail 
cers again were limiting sugar sales 
any one customer. As refiners we 
re faced with trade hysteria similar 
that leading to the disaster of 1920. 
ir inventory fluctuated as much as 
$2,500,000 in a single day.” 
icceeding Mr. Babst’s statement, there 
ar some eighteen features, all of 
rest to stockholders. Aside from com- 
e Balance Sheet and Income Accounts, 
> appear a series of extremely perti- 
tables and charts, tracing the com- 
itive records of the sugar world in 
ral, and American Sugar in particu- 
over a period of years. There is also 
horough analysis of projected legis- 
m likely to affect the interests of the 
ir stockholder, as well as an ex- 
ied summary of independent news- 


aper comment, culled from various pub- 


Si 


cations which have dwelt upon sugar 


nts during the period under review. 
ie of this material, it may be held, is 
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Exempt from Federal Income and Alabama State Taxes 


$200,000 . 
State of Alabama 


4'2% Public Road, Highway and Bridge Bonds 
Dated December 1, 1923 Denomination $1,000 
Due December 1, 1928 and 1929 


Legal Investment for Savings Banks and Trust Funds in 
New York State 
Legality approved by Messrs. Storey, Thorndike, Palmer 4 Dodge 
These bonds are issued under an amendment to the State Constitution 
adopted January 30, 1922, which provides that “‘such bonds shall be a 
direct obligation of the State and for the prompt and faithful payment 
of the principal and interest thereon the full faith ‘and credit of the 
State is hereby irrevocably pledged.” 


Price 100 and interest to Yield 4.50% 


Further particulars of the above and other Municipal Bonds yielding up 
to 6% upon request for Circular M.W. 183 
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Cotton Merchants, Stock Exchange and Bond Houses in Principal 
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KEEP POSTED 


The books, booklets, circulars and special letters listed below have been prepared 


with the utmost care by investment houses of the highest standing. 


They will be sent 


free on request, direct from the issuing house. Ask for them by number. 


We urge our readers to take full advantage of this service. 


Address, Keep Posted 


Department, Magazine of Wall Street, 42 Broadway, New York City. 





WHAT FORTY-TWO YEARS WITH- 
OUT LOSS TO ANY INVESTOR 
MEANS TO YOU 
This interesting booklet explains the 
above statement in a clear, concise 
way. Send for your free copy. (217) 


THE PARTIAL PAYMENT 
method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224)! 


ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


CREATING GOOD INVESTMENTS 

If you are seeking a thoroughly safe- 

ded 7% Southern Real Estate 

rust Mortgage Bond investment, 

om for this interesting booklet. 
(264); 


GUIDE BOOK TO HIGH-GRADE 
CANADIAN INVESTMENTS 
The best review of Canadian securities 
published. It gives authoritative de- 
tailed information on 53 standard 
Canadian securities, yielding from 5 
to 74%. 


AN INVESTMENT AND INCOME 
TAX RECORD 
Security, date purchased, amount, ma- 
turity, cost, tax provision, income, 
date sold, price, profit or loss are 
covered in this practical book. Send 
for your free copy. (273) 


FORTNIGHTLY 
The current issue contains analyses 
of American Smelting & Refining, 
International Combustion, Air Re- 
duction and Du Pont. Send for (277) 


A QUESTION ANSWERED 
An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 


ness. It shows how orders are treated 
from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 


THE THRESHOLD OF PROS- 
PERITY 
An interesting book outlining a prac- 
tical method for getting ahead, de- 
scribing an interesting form of bond 
investments. Written in clear, non- 
technical language, and contents can 


be absorbed in 10 minutes. (285) 


THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to 
judge the market more accurately. 
tae for 3 months without charge. 


TIMELY INVESTMENT SUGGES. 

TIONS 
Ten well-known industrial companies 
whose earning power has been demon- 
strated over a period of years, whose 
growth has been consistent, and whose 
stocks are a good investment are listed 
in this interesting folder. Send for 
your free copy. (297) 


A BRIEF DESCRIPTION OF THE 

UNLISTED MARKET 
The unlisted market contains many 
securities representing basic indus- 
tries, the products of which are in- 
dispensable to the welfare and com- 
fort of the people. Send for this free 
booklet. Ask for (299) 


HOW TO JUDGE SOUTHERN 
MORTGAGE BONDS 
This free booklet contains the net of 
this old-established Company's ex- 
perience in the First Mortgage In- 
vestment Field in the South. Ask 
for (302) 


THE INCREASING SAFETY OF 
FIRST MORTGAGE BONDS 
Do the bonds you buy increase in 
safety year by year? The bonds de- 
scribed in the above booklet actually 
become safer each year. Send for 
your free copy. (304) 


MONTHLY MARKET LETTER 
written by an old established Stock 
Exchange firm. This is an unusual 
letter, prepared by men who are well 
versed in market affairs. (310) 


POCKET MANUAL 

A Stock Exchange firm is distribut- 
ing to investors, pocket manuals which 
contain about 300 pages of valuable 
condensed statistics on issues listed 
on the New York Stock Exchange and 
other leading exchanges in the United 
States and Canada. Copies furnished 
free. (311) 


AN INCREASINGLY POPULAR 
FORM OF INVESTMENT 
The opinions of a representative num- 
ber of bankers on first mortgage real 
estate bonds— including a working 
plan for people with incomes from 
$1,500 to $25,000. (312) 


6% AND SAFETY LIST 
For over fifty years we have been 
assisting investors in the selection of 
sound securities and our information 
department has recently compiled this 
list which we will send you free. Ask 
for (313) 


FINANCIAL INDEPENDENCE MADE 
EASY 
Send for your free copy of this in- 
teresting booklet which shows you 
how to make $35,000 by the time you 
are 60 years old. Ask for (314) 














not essential to a proper understanding 
of the company, but none of it is with. 


out interest. 
undoubtedly conforms with the 
plank of “Our Platform,” viz.: 


“We believe that, in the annua! 


And the complete repor 
third 


Te- 


port, every important branch of a cor. 


poration’s financial position and 
important feature of its earning 
sults, should be brought out in 
without fear or favor—for the 
investing world to see.” 


very 


Te- 


tull— 
\ he le 


Ranking with American Sugar |-efin. 


ing, in thoroughness, are the financi. 


re- 


ports of the American Smelting & }-efin- 


ing Co., the General Motors Corporati 


and, believe it or not, the Standard 
companies of California and New Je 


01 


sey 


The General Motors report, indeed, sug- 


gests that the Steel Corporation’s 
mula has been adopted in toto, a 
same completeness is observable 


In California’s report we find a \ 


thorough statement, featured by a chorge- 


off in 1923 of 11.7 millions on ac 


of Depreciation & Depletion on earii 


for the year of 38.3 millions. Qu 
contrast, this, from the reporting 1 
ods pursued by an independent oil 


pany whose policy was assailed in o 


previous article! And the good tha 
be said about General Motors and 
Standard Oils can also be said 
American Smelting & Refining. 
Knowing that these corporations 
reports that more than conform 
“Our Platform,” and also knowing 


history, their present industrial supre:ac 


and strength, can it be longer doi 
that thoroughgoing reports are as 
sirable as we claim them to be? 

American Smelting, General Motors 


S. Steel, etc., as cases in point, can 


held that “full and complete reports’ ar 


likely to be prejudicial to the interes’; 


a corporation? Manifestly not! 
We consider it to have been amply 
onstrated that corporations which 


four-square to the wind in the matte 


financial reports gain rather than 
from doing so—that the practice ca 
translated in terms of 
of good will. We consider that failu 
adopt such standards in the matter o 


dollars-and- ents 


ports is to mark one’s self behind |! 


times — old-fashioned — unprogréessi\ 
lacking in initiative. 


We hold what we said in the beginning 
what we repeat now and what we s! 


continue to repeat, so long as the pre 
urgent need for action in this matter 
tinues : 

In our opinion, a corporation’s 
ports should be issued at the most 
quent intervals consonant with 


re- 
re- 


the 


character and volume of that coroo- 


ration’s business; no matter how 


ew 


or how many times in the course of 
a year a corporation’s report may be 


filed, 


that report should and could 


give a clear idea of what the real con- 
tribution to the year’s results actu: lly 
was from the period covered; and in 


the annual report, every 
branch of a corporation’s financial 


import int 


90- 


sition, and every important feature of 
its earnings results should be brou,ht 
out in full—without fear or favor— or 


the whole investing world to see. 
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HOW JOHN N. WILLYS 
“CAME BACK” 
(Continued from page 97) 








iter: “Anyone close to Mr. Willys 
ild see that he was deeply concerned 
r the course of events. I venture to 
that he worried more then than at 
time during his early struggles when 


was straining every nerve to rise to 

ar? RUS 5 7.Ub mere). 
ust when it became evident to 

llys that his dream of empire was a \ pene CORD 5 IRES / 


mera it is impossible to say. It is 
ar that by the end of 1921 he was con- 
ced that he was on the wrong track 
| that heroic measures were necessary. 


Vith that thought in mind he set about . . 
airing the damage with the charac- NTIL you ride oe Fisk Balloons you 
stic energy with — he originally cannot possibly imagine the re- 
It his company from nothing to a great ® . . " 
anization. Giving up his office in New markable improvement in driving com 
rk City, he moved back to Toledo, fort and safety these tires provide. 


led up his sleeves and went to work. 


t was high time for there was much Best of all equipping with Fisk Balloons 
— ' is sound economy—because they ab- 
Vhat he accomplished was virtually a = 7 7 
rganization of the company, executive, sorb most of the destructive vibration 
saciel end phystent. engineers recognize as the chief cause 
jut money was needed first of all. As aay 

of car depreciation. 


s been stated the company had incurred 
funded indebtedness in its expansion " - 
iod and it was therefore possible to Any motorist can enjoy the advantages 
te $16,000,000 first mortgage and ot of Fisk Balloons—because Fisk makes 
ral trust notes. é ear later these ° . 

I been retired and $10,000,000 614% them to fit both your present rims and 

t_ mortgage bonds issued in their stead. special wheel equipment. 
xh-priced executives who had not jus- 
d ~~ big salaries — mee : There’s a Fisk Tire of Extra Value 
ign. 1€ company was divested of a 

of business except those directly for every car, truck or speed wagon 
nected with the manufacture of auto- 
viles. New and pretentious projects 
e abandoned. This meant heavy losses, 
when Willys wields the scalpel he cuts 
The whittling down which the fig- 

s in the company’s balance sheet were 
jected to in 1922 was nothing short 
startling. 
he year as a whole showed a net in- ; Time to Re-tire 
e from operations of $2,780,000, as : Get a Fisk 
pared with a deficit of approximately 
000,000 for the preceding year, but 

surplus account was _ remorselessly 
cked. The only credit to surplus was 

7,000 on account of investments in 
r companies. Offsetting this, $6,758,- 
was charged out representing adjust- 
nt covering provisions for contingen- 


inventory losses and shrinkage, etc. ADVERTISING RATES 


d-will, patents, etc., were marked at 
representing a “write-down” of $15,- &MAGAZINE 
000, and the adjustment of book value 
permanent assets ate up $14,000,000 
itional. As if this was not enough, 
re was an additional debit of $2,597,- 
for special write-offs made during Member A. B. C. 
2, covering cost of note discount, and $300.00 Half column 
enses and a reserve for further inven- — — soap a 
: ate per agate line 
shrinkage. Full column $100.00 Classified rate per line 


he net total written off from the sur- 

; account in 1922 was in excess of a hy = GENERAL anager -sorayh 
.000,000, bringing the profit and loss 10% for 13 imeertions, ome dines 5 days preceding date o 
cit to the not inconsiderable figure of 15% for 13 half pages or more. Type page size 7x 10% inches. 
231,000. John Willys believes that eS Width of column 2% inches. — 
only way to take a loss is to take it. Largest paid circulation of any financial publication in the World 


the end of the year, however, the com- 
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The N. Y. Stock Exchange 
and The Country Banker 


Under this title Robert L. 
Smitley, in a series of articles 
in the American Banker, dis- 
cusses the country banker’s 
present interest in Stock Ex- 
change securities and the 
question as to whether the 
country bank should not do 
more toward caring for the 
investments of its clients. 
The first of these articles 
appeared May 5th, and an 
article of this series will 
appear in each issue up to 
and including the issue of 
June 9th. 





Send one dollar for three months’ 
trial subscription, including the 
issues containing Mr. Smitley’s 
articles. 


Hmerican Banker 


The Oldest and Most Read 
Banking Journal in America 


67 PEARL ST., NEW YORK 


$5 a Year 15c each 
Published Every Monday 
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pany had a working capital of $23,500,000 
and the following year the profit and loss 
deficit was got off the books by reducing 
the par value of the common stock from 
$25 to $5. So that in the end the com- 
pany was provided with adequate funds 
and its securities were backed by tangible 
assets. 

In the saddle once more, Willys con- 
centrated on the manufacture of automo- 
biles and set sail for new production rec- 
ords. From 48,000 in 1921 sales jumped 
to 95,410 in 1922 and 196,000 in 1923, set- 
ting a new high record. That he had not 
lost his power to inspire confidence in 
others, always one of his chief attributes, 
is evinced by the fact that he was’ able 
to organize and control a syndicate which 
purchased the 739,000 shares of com- 
mon stock of Willys-Overland for $3,000,- 
000. This stock had been owned by the 
Willys Corporation and constituted a 
threat against the Willys control of the 
Willys-Overland Company. Its acqusition 
settled the question whether Willys should 
run his company or whether it should 
be run by others. 


Fruits of Labor 


The hard work done in 1921 and 1922 
fructified in 1923. In that year the pre- 
ferred showed nearly 60% earned and 
there was a balance for the common of 
approximately $5 a share. It had been 
seven long and weary years since the 
common had been able to report any such 
earnings. In the first quarter of the cur- 
rent year Willys-Overland produced 68,- 
000 cars and sold 55,000. April output 
totaled about 20,000 cars against 24,891 in 
March and 18,648 in April, 1923. As last 
reported, the company was operating with 
full force on a five-day schedule with 
production averaging about 800 cars a 
day. For the rest the company is in 
strong financial position and going like 
the wind. 

The story of the come-back of the 
Willys-Overland Company is the story 
of the accomplishment of the impossible. 
In reality, as before stated, it is in the 
nature of a personal triumph for its foun- 
der, John North Willys. 





PICKING BARGAINS 
AMONG RAILROAD 
PREFERRED 
(Continued from page 111) 











of the second group of railroad preferred 
stocks in his list, being particularly care- 
ful not to place more than 10% of his 
funds in this class of security. For in- 
stance, out of a total of ten thousand dol- 
lars, one thousand could safely be placed 
in Chesapeake & Ohio preferred, pro- 
vided not more than two other preferred 
issues were purchased, say one industrial 
and one public utility. 

With a total capital of thirty thousand 
dollars or more, practically any of the 
other issues already favorably mentioned 
could be added to the list for the purpose 
of diversification and increase in return, 
as well as consideration of the fact that 
funds so invested would be reasonably 
safe. 

The Speculative Issues 


While no securities have been included 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of thePut or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calis 
Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 

















Stock Options 


Offer great money-mak- 
ing possibilities. No mar- 
gin is required, as the 
risk is limited to their 
first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value and other im- 
portant features will be 
sent free upon request. 


Write us for quotations 
on Stock Options guar- 
anteed by Members of 
the New York Stock Ex- 
change. We can always 
offer the most attractive 
contracts for either large 
amount of stock or odd 
lots. 


S.H. WILCOX Co 
PUTS and CALLS 


66 Broadway New York 
Tel. Bowling Green 9893-4-5-6 
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the accompanying table which have no 


investment merit whatsoever, several are 


ther speculative as indicated by the sub- 
ivisions. 


Although each issue classed as 
ec-vestment is now paying dividends, 
payments on two, the Chicago, Rock 
id & Pacific, and Chicago, St. Paul, 
1. & Omaha preferreds, are more or 
insecure even at the present time due 


» the comparatively poor earnings of 


» two roads. The purchase of these 
ot recommended either from an in- 
ment or speculative standpoint. 
other issue in this group, which is 
protected by present earnings and 
1 long and favorable dividend record, 
is, the Kansas City Southern pre- 
d, is more or less speculative due to 
ual conditions that exist as regards 
ible rate adjustments. The preferred 
: of the Western Pacific is protected 
small margin of earnings and might 
v be affected by a drop in the road’s 
ne. The St. Louis Southwestern pre- 
d has a very irregular dividend rec- 
and is non-cumulative, and must 
refore be placed in the spec-vestment 
although earnings have been en- 
y satisfactory for a number of years 
On the whole, this last security at 


esent prices around 59 to yield 8.4% is 


ably the most attractive in this par- 
ar sub-division of the rail preferred 


p 
p- 








SCHOOL FOR TRADERS & 


INVESTORS 
(Continued from page 109) 








made a still lower top on March 20. 
thermore, it shows that after record- 
the low price on March 10 and 12, 
they rallying, the average made a 
low on March 16 and another new 
on March 22. 
eoretically, the so-called chart fiend 
decide that some of these stocks 
ld be a sale the following day, if 
have not been closed out or sold 
t already, say during the ideal period 
March 6 to 8. Subsequent history, 
recorded on the chart, indicates that 
a decision would have been correct. 
his were all, the chart reader’s road 
| be easy, but the problem often in- 
s something more. 
tween March 6 and 21, another im- 
int phase of the art of trading may 
come into play, namely “tape read- 
Traders distant from the ticker 
1 not be involved in this problem, 
perhaps they are better off, for the 
ence of the ticker tape is often dis- 
us to the unsophisticated trader, be- 
its psychological effect is to stam- 
him into taking some ill-advised 
n. A trained tape reader might have 
rved that, during the period men- 
d, the very phenomenon illustrated 
the graph was apparent in numerous 
ks, On many occasions, and on several 


nsecutive days, namely that individual 


M 


s experienced difficulty in reaching 
prevous high levels, and had a ten- 
y to break te new low prices. All of 
confirmed what he saw in a general 
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The Service 
Eight-Page Service Report 
1.—An eight-page service report issued every 
Tuesday. 
Colorgraphs 
2.—The Richard D. Wyckoff colorgraphs of Busi- 
ness, Money, Credit and Securities. 
Technical Position 
3.—The technical position for traders, showing 
what to do with individual stocks. 
Investment Indicator 
4.—The Investment Indicator, showing the invest- 
ment position of leading stocks and telling you 
what to do. 
Income and Profit R 
5.—From two to four recommendations each 
week of bonds and high grade preferred stocks, 
with possibilities for market profit. 
Bonds for Income Only 
6.—Each week one high grade standard bond is 
ded for i only. 
A Thorough Survey of Industry 
7.—A brief but thorough survey of the various 
fields of industry and fi 
Replies by Mail or Wire 


8.—Prompt replies to —~ regarding a reason- 
able number of listed securities—or the stand- 
ing of your broker. 


Summary of Advices by Wire 
9.—Without additional charge, a summary of reg- 
ular and special technical advices sent collect 
by night or day letter or in code. 
A Special Wire or Letter 


10.—A special wire or letter when any important 
change is foreseen in the technical position. 


Asti 
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270 Points Gain in 40 Days 


And Still Piling Up With 
Stops Protecting Profits 


—That’s why Investment and Business 
Service subscribers pay no heed to daily 
They know that at the right 
time they will get a telegram or receive by 
mail a bulletin telling what stocks to buy 
or sell and what profits to take. 


Already 145 points have actually been cashed in on 
34 stocks and two others have been stopped out with 


3 points loss each 
—the only losses 
in the campaign 
—and as this is 
written we are 
still short 33 
stocks with 131 
points profits 
protected by 
stops. 


In addition to the ad- 
vices covering the 
technical position of 
the market — which 
guide you in opera- 
tions on both the 
long and short sides 
—the Service is 
adapted equally to 
the requirements of 
the trading-investor, 
and of the conserva- 
tive buyer of income 
securities. A com- 
plete description of 
the Service mailed 
on request. 


Enter your subscription now and be prepared 
to take advantage of our next advices, point- 
ing out exceptional market profit possibilities. 


2 Broadway, New York City. 


Mail This Coupon Today 


THE INVESTMENT AND BUSINESS SERVICE 
of THE MAGAZINE OF WALL STREET, 


Enclosed find my check for $150.00 for The Investment and Business 


ing with the next issue. 


May 24. 


Service, to be sent me once a week or oftener for an entire year, begin- 


Wire Service wanted? Yes [) No [) City and State 





—_— 




















Are You the Type 
Who Must | Fear 


By 
Byram é. Kelly 


Science now 
knows that seven 
men out of ten 
mustfear aserious 
condition that 
comes atmiddle age. 
Hereisasituation that 
you must face—a test that every man 
should make before it is too late. 

I am past 40 myself. I had begun to 
wonder when I would begin to break— 
to lose my old-time pep and aggressive- 
ness—when, through a mutual friend I 
made the personal acquaintance of a 
certain member of the American 
Association for the Advancement of 
Science, whose wonderful work I had 
heard of. I made a trip to his labora- 
tories and the things I learned should 
interest every man approaching or past 
the prime of life. Surprising as it may 
seem, nearly two-thirds of all men past 
a certain middle age suffer with a dis- 
order of the prostate gland. 


Common Middle Age Ailments 


Here is an important cause for many conditions 
which heretofore have been taken for granted as 
old-age ailments — sciatica, aches in back, legs and 
feet, frequent nightly risings, nervousness and 
irritability, and frequent dizzy spells, indicating 
high blood pressure. Constipation, headaches and 
depressed spirits often go along with it. But my 
visit would have been in vain had I not learned of 
an amazing treatment that relieves prostate trou- 
ble—a treatment that reaches this gland directly 
~and is so convenient that anyone can apply itin 
his own home. 


10,000 Men Find Relief 


I know too plainly the effects of prostate gland 
disorder when it is allowed to continue unabated. 
I know of the operations and the common saying 
among many that the average life after this oper- 
ation is only two or three years. That is why I am 
doing everything possible to let people know of 
this importantdiscovery. Statesmen, bankers, law- 
yers, doctors, men from every walk in life have 
used the method with success. I have read hun- 
dreds of letters from gratified men. OneI remember 
in particular was from a Colorado man which says, 
“73 years young is my age. Yet for years I suffered 
with prostate trouble. Used medicine to no avail 
—had about given up hope when a doctor recom- 
mended your treatment.” Just think of a man 73 
years old restored to the health and buoyancy of 
youth—without drugs, electric rays or books. 


All Explained in Free Book 


If you have prostate trouble, if you suffer 
with any of the ailments mentioned above, 
you should not lose a day in finding out about 
this wonderful new method. Send immediately 
for an interesting free book called, “Why Many 
Men Are Old at 40.” It describes this splen- 
did treatment and shows you how you may 
regain much of your youthful vigor. Send your 
request to the Electro Thermal Company, 4433 
East Main Street, Steubenville, Ohio, the con- 
cern that is distributing these books for the 
author. There is no obligation. If you are 
not interested yourself, you may be able to 
do an “older” friend an immeasurable benefit 
by showing him this article. Mail the coupon. 





The Electro Thermal Company, 
4433 East Main Street, Steubenville, Ohio 


Please send me, free, without obligation, 
the booklet, ‘Why Many Men Are Old at 40.” 
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way on the graph, or in his memory, as 
the case may be 


Opening and Closing Prices 


Question No. 3. Opening and closing 
prices do not always help to determine 
the trend. Sometimes they are deceptive. 
In general, a low or high opening price 
may indicate nothing more or less than 
an accumulation of selling or buying 
orders in brokers’ hands before the open- 
ing of the market. This might suggest 
that some news, that became generally 
available after the close of the market on 
the previous day, had influenced numer- 
ous traders to reach a decision to either 
sell or buy. 

The closing price is often regarded as 
an expression of the net result of the 
day’s trading, and the level so established 
is sometimes significant. If it is ob- 
served whether the close followed the 
high or low for the day, it indicates that 
the session closed with a reaction with 
stocks in supply, or possibly a rally as 
the result of short covering. This phe- 
nomenon may be significant if the selling 
was particularly urgent, or if the short 
covering was hasty or in considerable 
volume. 

Question No. 4 is partly answered 
above. Generally, if the high comes last, 
with a high close, higher prices are prob- 
able for the next day, at least in the early 
part thereof; and if the low comes last, 
with a low close, lower prices are likely 
to follow. However, if the close is some 
distance below a high close, or some dis- 
tance above a low close, thus indicating 
a closing reaction or rally, then the proba- 
bilities may be in favor of just the re- 
verse. It should be appreciated that these 
observations are quite general, and that 
the behavior of the market during any 
session cannot be expressed in a graph 
of this character, but that as a general 
indicator of the trend it may at times be 
highly significant. 





POINTS FOR INCOME 
BUILDERS 
(Continued from page 117) 








tors therefore find manipulation a fertile 
field for attack. 


Bulls and Bears 


We are not prepared to define the ori- 
gin of the words “bull” and “bear,” but 
as they have long since passed into the 
language, origins are unimportant. The 
“bulls” are those who, whether by nature 
or by conviction, believe that security 
prices are going higher; the bears believe 
the opposite. 

In the long run, history has proven, 
it pays to be a bull. Every once in a 
while, however, it pays to be a bear. That 
is, so far as one’s invested principal is 
concerned. In the matter of income, one 
should be neither bull nor bear. Instead, 
he should strive to cultivate that capacity 
for weighing the merits of a security 
which may be called “clear vision” and 
which often takes the matter of price into 


If you do business with our advertisers, kindly mention 


' Federal 


consideration only insotar as it affects 


one’s income-yield. 


Panic 


Nobody needs to be told what a “panic” 
is. Everybody knows it is mob fear, 
whose icy power swells as the humans 
caught in its grip increase in number:. 
Often it is absurdly baseless—the product 
of things imagined rather than of thing; 
actually felt or seen, 

The United States has not experience | 
a good, old-fashioned financial pani: 
since the minor tremor which occurred 
when war broke out in Europe in 191-. 
The reason given for our good fortun: 
in this respect is the development of the 
Reserve System, which wa 
chiefly designed to serve as credit pum; 
capable of forcing needed credit int» 
weakening sections when occasion aros« 
But many of the old-timers will refus 
to believe that the possibility of a pani 
has been absolutely eradicated, even wit 
the reserve system what it is. They hol 
that a ship cannot leap from peak to pea 
when ocean waves dash high, but mus 
inevitably slip from peak to trough—an 
suffer the consequences. All of which i 
rather depressing but not without a cer 
tain morbid fascination. Let’s hope the 
sea stays calm, and that the old-timer: 
theory will never be put to the test! 





WHY IT DOES NOT PAY 
TO HOLD SECURITIES FOR 
PERMANENT INVEST- 
MENT 
(Continued from page 91) 








one who was partial to bonds and pre 
ferred stocks. 

Now the object of this article is m 
to suggest that bonds make poor invest 
ments or that common stocks make goo 
investments. This statement could mm 
be proved, except under certain sets o 
conditions. The point that the writer i 
trying to make is that it is foolhardy t 
arrange one’s investments on a perma 
nent basis. 

He knows of a case where a wealth 
business man seven or eight years ag 
retired from his business and invested h 
entire fortune in so-called gilt-edge se 
curities. He intended to live on his ir 
come and therefore desired investment 
of a permanent nature “so that he wou! 
not have to watch the market.” H 
bought bonds only, and despite excelle: 
judgment in his selections, the result w: 
that his income has been cut nearly i 
half, seriously reducing his buying powe 
and yet this happened without a sing 
default among his holdings. How th 
shall be consider the position of tl! 
average investor whose judgment of i 
dividual securities may not be so go 
as in the case just described. 

No man living can forecast accurate 
events ten years hence. Why then shou! 
the investor arrange his investments on 
permanent basis? Where the element 
risk enters on such a large scale as 
investments, regardless of how sound t! 
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ities may be in themselves, it is ob- 
that one must continue to constantly 
ise one’s holdings. The investment 
rranged on a permanent basis con- 
elements of potential loss at all 


lings should be constantly scruti- 
They should sometimes be dis- 
of, even those of the highest-grade 
tion. Sometimes, it is advisable to 
small loss when it is clear that 
threatens. Sometimes, bonds or 
ed stocks should be sold and com- 
ocks substituted for them. 
sight, of course, is always easier 
wresight and because ten years ago, 
vestments proved unsatisfactory is 
on for expecting them to duplicate 
istory. The same is true of pre- 
stocks. 
years ago, the wise man bought 
ommon stocks. To-day perhaps, 
should form the greater percent- 
the entire list. In any case, no 
what he buys to-day, he must 
main content to hold permanently. 
-w years from now, conditions will 
again and those conditions will 
his securities. One can look ahead 
far and that fact must always be 
ized in investments. 
logic of the situation is inescap- 
The object of investing is to put 
to work profitably. But the search 
oft (we do not use the word 
‘in a narrow sense here) is accom- 
by all kinds of hazards, whether 
‘urities purchased are bonds, pre- 
stocks, good common stocks or 
itive stocks. 
investor must have an open mind 
early recognize that the course of 
to-day may have to be amended 
ther course to-morrow. If he is 
inded, he will make allowance for 
vitable mistakes that are part of 
of investing. He will not hesi- 
confess error and change his 
He will not be stubborn and 
on holding a security merely be- 
it was “good” when he first bought 
will realize that the losses must 
vith the profits. He will at all times 
ie to watch over his holdings or 
some competent person to watch 
hem for him. 
will not go to sleep on the job. 
ll at all times realize that a secur- 
worth only what it can bring him, 
ider certain conditions even a Gov- 
it issue can be more speculative 
1e common stock of, say, an auto- 
company. 
lly, he will concern himself only 
the realities of the situation that 
nts him. Like every good sailor, 
| expect storms and know how to 
himself in a storm. Unless he 
ol, he will not expect clear sailing 
time. 
price that he will pay for the 
arding of the competence that he 
nassed will be Eternal Vigilance. 
ll always recognize the futility of 
Z permanent investments, that is, 
eally wishes to make the effort to 
the most of his opportunities. 
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CParamount GPiclures 
FAMOUS PLAYERS-LASKY CORPORATION 
COMMON DIVIDEND 

PLEASE TAKE NOTICE that the 
Board of Directors has this day declared 
the regular quarterly dividend of $2.00 per 

on the pital Stock of this 
Company, payable July Ist, 1924, to 
stockholders of record at the close of 
business on June 16th, 1924. 
ELEK JOHN LUDVIGH, 
May 12th, 1924. Secretary. 








CANADIAN PACIFIC 
RAILWAY COMPANY 


Dividend No. 112 

At a meeting of the Board of Directors held 
today a dividend of two and one-half per cent 
on the Common Stock for the quarter ended 
3ist March last was declared from railway rev- 
enues and Special Income, pos 30th June 
next to Shareholders of record at three p. m. on 
2nd June next. 

By ay of the Boa 
NEST ALEXANDER, Secretary. 
Montreal, Enh May, 1924. 





TEXAS GULF SULPHUR COMPANY 

A quarterly distribution of $1.50 per share has 
been declared by the Board of a payable 
on June 14, 1924, to stockholders of record at 
the close of business on May 31, 1924. 

Stockholders will be advised later as to what 
portion of said distribution is from Free Surplus 
and what from Reserve for Depletion. 

An extra distribution of 25 cents per share 
has also been declared by the Board of Directors, 
payable from Reserve for Depletion on June 14, 
1924, to stockholders of record at the close of 
business on May 31, 1924. 

H. F. J. KNOBLOCH, Treasurer. 





CE 
7am. A ay Gas 1MPROVEMENT co. 
W. Corner Broad and Arch Streets 
Philadelphia, March 12, 1924. 
The directors have this day declared a quar- 
terly dividend of one and three-quarters per cent. 
(87%c per share) on the Preferred Stock of 
this Company, payable June 14, 1924, to holders 
of Preferred Stock of record at the close of 
business May 31, 1924. Checks will be mailed. 
I, W. MORRIS, Treasurer. 





GUANTANAMO SUGAR COMPANY 
The Board of Directors has this day declared 
a Dividend of two dollars ($2.00) per share on 
the Preferred Stock, for the quarter ending June 
30, 1924, payable July 1, 1924, to stockholders of 
record at the close of business June 16, 1924. 
The transfer books will not be closed. 
GEORGE H. BUNKER, Treasurer. 
New York, May 7, 1924. 





THE BORDEN COMPANY 
Preferred Stock Dividend No. 90. 

The regular quarterly dividend of 14% has 
been declared on the preferred stock of this 
Company, payable June 14, 1924, to stockholders 
of record June Ist. Books do not close. Checks 


mailed. 
SHEPARD RARESHIDE, 
Treasurer. 





The Foundation Company 
PREFERRED DIVIDEND 
COMON DIVIDEND 
A dividend of $1.75 per share on the out- 
standing preferred stock and a dividend of $1.50 
per share on the outstanding common stock of 
the above company have been declared, payable 
June 15th, 1924, to —- of record at the 


close of business May 3is' 
RALPA DALTON , Secretary. 





Remington Typewriter 
Company 


First Preferred Dividend No. 72 
Second Preferred Dividend No. 62 


NEW YORK, May 13, 1924. 


The Board of Directors 
has this day declared a 
quarterly dividend of 
134% ($1.75) per share 
on the First Preferred 
and Series “S” First Pre- 
ferred stocks, payable July 
1, 1924, to stockholders of 
record June 21, 1924. 


The Directors also de- 
clared a dividend of 2% 
($2.00) per share on the 
Second Preferred stock, 
payable June 20, 1924, to 
stockholders of record 
June 14, 1924. 


HAROLD E. SMITH, 
Secretary. 





The North American 
Company 


QUARTERLY DIVIDEND No. 81 
ON COMMON STOCK 
A Quarterly Dividend on the Common 
Stock will be paid on July 1, 1924, in Com- 
mon Stock at the rate of one-fortieth (1/40) 
of one share for each share held at the close 
of business on June 5, 1924 
Stockholders may receive cash for such 
dividend Common Stock at the rate of 
fifty cents (50c) a share of Common 
Stock held of record at close of business 
June 5, 1924, by signing and returning 
order form provided for that purpose so 
that it shall be received by the company 
not later than June 11, 1924. 
QUARTERLY DIVIDEND No, 12 
ON PREFERRED STOCK 
A Quarterly Dividend of 14% (75 cents 
per share) on the Six Per Cent. Cumulative 
Preferred Stock will be paid on July 1, 
1924, to Preferred Stockholders of record 
on June 5, 1924. 
ROBERT SEALY, 
New York, May 19, 1924. 


HAYES WHEEL COMPANY 
Jackson, Mich. 
April 29, 1924. 
The regular quarterly dividend of 75 cents 
per share upon the Non Par capital stock of the 
Company, and a dividend of $1.25 per share on 
the 7%% Cumulative Preferred stock, being 
for the months of April and May at the rate of 
7%% annually have been declared, payable June 
16, 1924, to stockholders of record at the close 
of business on May 31, 1924. The transfer books 


will not close. 
Cc. G. MACKAY, 
Secretary. 


Treasurer. 








OTIS ELEVATOR COMPANY. 
llth Ave. and 26th Street, N. Y. C. 
May 7, 1924. 
At a meeting of the Board of Directors of the 
Otis Elevator Company held this day, a ten per 
cent. (10%) common stock dividend was de- 
clared payable June 21, 1924, to the holders of 
the outstanding common stock of the Company 
of record on its books at the close of business 


June 7, 1924. 
R. H. PEPPER, Treasurer. 
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Our Annual Public Utility 


Review 
Will Be Published July 5th 


Investment Bankers who have public utility securities 
to sell have the opportunity of placing them before our hundred 
thousand readers at a time when they are seeking investments 
for their July dividends. 


Public Utility Corporations should use this issue 
to get their institutional message across to our great audience 
of security buyers. It is an excellent medium in which to insert 
their financial statements or to advertise their customer owner- 
ship departments! 


This issue has real advertising value! Along with all the regular 
departments, it will carry twenty pages devoted exclusively to 
public utility features, such as: 

A review of general prospects for the industry. 

Customer ownership of utilities. 

Public utility management. 

Opportunities in bonds and preferred stocks in 

public utilities. 

Review of many well known U. U. common 

stocks and other issues. 


All advertising faces reading matter. Forms close June 30th. 
We advise an early reservation for preferred position. 


Rates and complete information on request. 


@MAGAZINE 


Member A. B. C. 
42 BROADWAY Broad 5793 New York 


The largest proven paid circulation of any financial publication in the world. 
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